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SOCIAL  SECURITY  TRUST  FUND  INTEGRITY 
AND  BENEFITS  IMPROVEMENT  ACT  OF  1991 


TUESDAY,  SEPTEMBER  17,  1991 

House  of  Representatives, 
Committee  on  Ways  and  Means, 
Subcommittee  on  Social  Security, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  9:30  a.m.,  in  room 
B-318,  Rayburn  House  Office  Building,  Hon.  Andy  Jacobs,  Jr. 
(chairman  of  the  subcommittee)  presiding. 

[The  press  release  announcing  the  hearing  and  a  copy  of  the  bill, 
H.R.  2838,  follow:] 
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FOR  IMMEDIATE  RELEASE 
THURSDAY,  AUGUST  15,  1991 


PRESS  RELEASE  #7 

SUBCOMMITTEE  ON  SOCIAL  SECURITY 
U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LONGWORTH  HOUSE  OFFICE  BLDG. 
WASHINGTON,  D.C.  20515 
TELEPHONE:    (202)  225-1721 


ANDY  JACOBS,   JR.,    (D. ,    IND.),  CHAIRMAN, 
SUBCOMMITTEE  ON  SOCIAL  SECURITY,   COMMITTEE  ON  WAYS  AND  MEANS, 
U.S.  HOUSE  OF  REPRESENTATIVES, 
ANNOUNCES  A  HEARING  ON  H.R.   2838,   THE  "SOCIAL  SECURITY  TRUST  FUND 
INTEGRITY  AND  BENEFITS  IMPROVEMENT  ACT  OF  1991" 


Andy  Jacobs,  Jr.,    (D. ,  Ind.),  Chairman  of  the  Subcommittee  on 
Social  Security,  Committee  on  Ways  and  Means,  U.S.  House  of 
Representatives,  announced  today  that  the  Subcommittee  will  hold  a 
hearing  on  H.R.  2838,  the  "Social  Security  Trust  Fund  Integrity  and 
Benefits  Improvement  Act  of  1991."    The  hearing  will  be  held  on 
Tuesday,  September  17,   1991,  in  room  B-318  Rayburn  House  Office 
Building,  beginning  at  9:30  a.m. 

H.R.  2838  was  introduced  by  Chairman  Dan  Rostenkowski  and 
Subcommittee  Chairman  Andy  Jacobs,  Jr.,  and  is  cosponsored  by 
Mr.  Gibbons,  Mr.  Pickle,  Mr.  Rangel,  Mr.  Stark,  Mr.  Jenkins, 
Mr.  Guarini,  Mr.  Matsui,  Mr.  Anthony,  Mrs.  Kennel ly,  Mr.  Coyne, 
Mr.  Andrews  of  Texas,  Mr.  Moody,  Mr.  Cardin,  Mr.  McDermott,  et  al.  In 
introducing  the  bill,  Chairman  Rostenkowski  said,  "H.R.  2838  will  make 
life  a  bit  more  comfortable  for  thousands  of  senior  citizens  who 
depend  on  social  security  programs."     Its  provisions  include  the 
following: 

o      An  improvement  in  social  security  benefits  for  working  senior 
citizens  through  a  phased-in  increase  in  the  retirement  test 
for  persons  age  65  to  69  (from  a  projected  $10,200  in  1992  to 
a  projected  $13,680  by  1993); 

o      An  increase  in  widows  benefits  for  widows  who  are  under  65 
when  their  spouses  die; 

o      The  establishment  of  the  Social  Security  Administration  as  an 
independent  agency; 

o      The  removal  of  social  security  administrative  costs  from  the 
cap  on  domestic  discretionary  spending; 

o      A  GAO  study  of  means  to  improve  the  accuracy  and  efficiency  of 
the  social  security  disability  determination  process;  and 

o      An  increase  in  the  FICA  exemption  for  election  workers  from 
$100  to  $600,  so  that  election  workers  would  once  again  be 
exempt  from  social  security  payroll  taxes. 

The  bill  complies  with  the  pay-as-you-go  financing  requirements 
enacted  in  the  Omnibus  Budget  Reconciliation  Act  of  1990  by 
phasing-in,  by  1996,  a  modest  $3,000  increase  in  the  social  security 
wage  base  (from  a  projected  $69,600  to  $72,600  in  that  year). 

"These  steps  are  important  and  constructive,  improving  both  the 
lives  of  our  senior  citizens  and  their  confidence  in  the  integrity  of 
the  social  security  system,"  said  Chairman  Rostenkowski. 

The  Subcommittee  is  interested  in  receiving  testimony  on  all 
provisions  of  the  bill.     Witnesses  may  address  selective  provisions  of 
the  bill  if  they  prefer. 

DETAILS  FOR  SUBMISSION  OF  REQUESTS  TO  BE  HEARD: 

Requests  to  be  heard  at  the  hearing  must  be  made  by  telephone  to 
Harriett  Lawler,  Diane  Kirkland,  or  Laura  Cook  [(202)   225-1721]  by 
close  of  business  Tuesday,  September  10,  1991.     In  order  to  facilitate 
scheduling,  requests  should  indicate  the  specific  issues  that  the 
witness  wishes  to  address.     The  telephone  request  should  be  followed 
by  a  formal  written  request  addressed  to  Robert  J.  Leonard,  Chief 
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Counsel  and  Staff  Director,  Committee  on  Ways  and  Means,  U.S.  House  of 
Representatives,  1102  Longworth  House  Office  Building,  Washington, 
D.C.     20515.     The  Subcommittee  staff  will  notify  by  telephone  those 
scheduled  to  appear  as  soon  as  possible  after  the  filing  deadline. 
Any  questions  reaarding  a  scheduled  appearance  should  be  directed  to 
the  Subcommittee  staff  at  [(202)  225-9263]. 

In  view  of  the  limited  time  available  to  hear  witnesses,  the 
Subcommittee  may  not  be  able  to  accommodate  all  requests  to  be  heard. 
Those  persons  and  organizations  not  scheduled  for  an  oral  appearance 
are  encouraged  to  submit  written  statements  for  the  record  of  the 
hearing.     All  persons  requesting  to  be  heard,  whether  they  are 
scheduled  for  oral  testimony  or  not,  will  be  notified  as  soon  as 
possible  after  the  filing  deadline. 

Witnesses  scheduled  to  present  oral  testimony  are  required  to 
summarize  briefly  their  written  statements  in  no  more  than  five 
minutes.     THE  FIVE-MINUTE  RULE"  WILL  BE  STRICTLY  ENFORCED. 
Subcommittee  Chairman  Jacobs  advises  witnesses  that  they  will  be 
allowed  no  more  than  two  "finally's"  and  one  "in  conclusion."  The 
Congressional  Budget  Office  and  similar  U.S.  Government  agencies  may 
be  granted  an  exception.     The  full  written  statement  of  each  witness 
will  be  included  in  the  printed  record. 

In  order  to  assure  the  most  productive  use  of  the  limited  amount 
of  time  available  to  question  witnesses,  those  scheduled  to  appear 
before  the  Subcommittee  are  required  to  submit  100  copies  of  their 
statements  to  the  Subcommittee  on  Social  Security  office,  room  B-316 
Rayburn  House  Office  Building,  at  least  4_8  hours  in  advance  of  their 
scheduled  appearances.     Failure  to  do  so  may  result  in  the  witness 
being  denied  the  opportunity  to  testify  in  person. 

WRITTEN  STATEMENTS  IN  LIEU  OF  PERSONAL  APPEARANCE; 

Persons  wishing  to  submit  a  written  statement  for  the  printed 
record  of  the  hearing  should  submit  at  least  six  (6)  copies  of  their 
statement  by  the  close  of  business,  Tuesday,  October  1,  1991,  to 
Robert  J.  Leonard,  Chief  Counsel  and  Staff  Director,  Committee  on  Ways 
and  Means,  U.S.  House  of  Representatives,   1102  Longworth  House  Office 
Building,  Washington,  D.C.     20515.     If  those  filing  a  written 
statement  wish  to  have  their  statements  distributed  to  the  press  and 
interested  public  at  the  hearing,  they  may  deliver  100  additional 
copies  for  this  purpose  to  the  Subcommittee,  room  B-316  Rayburn  House 
Office  Building,  on  the  day  of  the  hearing. 

FORMATTING  REQUIREMENTS ! 

Each  statement  presented  for  printing  to  the  Committee  by  a  witness,  any  written  statement  or  exhibit 
submitted  for  the  printed  record  or  any  written  comments  in  response  to  a  request  for  written  comments  must 
conform  to  the  guidelines  listed  below.   Any  statement  or  exhibit  not  in  compliance  with  these  guidelines  will  not 
be  printed,  but  will  be  maintained  in  the  Committee  files  for  review  and  use  by  the  Committee. 

1.  All  statements  and  any  accompanying  exhibits  for  printing  must  be  typed  in  single  space  on  legal-size 
paper  and  may  not  exceed  a  total  of  10  pages. 

2.  Copies  of  whole  documents  submitted  as  exhibit  material  will  not  be  accepted  for  printing.  Instead, 
exhibit  mateiial  should  be  referenceo  and  quoted  or  paraphrased.   Aii  exhibit  material  nol  meet!i.6  Lii&se 
specifications  will  be  maintained  in  the  Committee  files  for  review  and  use  by  the  Committee. 

3.  Statements  must  contain  the  name  and  capacity  in  which  the  witness  will  appear  or,  for  written 
comments,  the  name  and  capacity  of  the  person  submitting  the  statement,  as  well  as  any  clients  or 
persons,  or  any  organization  for  whom  the  witness  appears  or  for  whom  the  statement  is  submitted. 

4.  A  supplemental  sheet  must  accompany  each  statement  listing  the  name,  full  address,  a  telephone 
number  where  the  witness  or  the  designated  representative  may  be  reached  and  a  topical  outline  or 
summary  of  the  comments  aod  recommendations  in  the  full  statement.    I  his  supplemental  sheet  will 
not  be  included  in  the  printed  record. 

The  above  restrictions  and  limitations  apply  only  to  material  being  submitted  for  printing.   Statements  and 
exhibits  or  supplementary  material  submitted  solely  for  distribution  to  the  Members,  the  press  and  the  public 
during  the  course  of  a  public  hearing  may  be  submitted  in  other  forms. 
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102d  CONGRESS 
1st  Session 


H.  R.  2838 


To  improve  benefits  under  title  II  of  the  Social  Security  Act,  to  establish 
the  Social  Security  Administration  as  an  independent  agency,  to  remove 
social  security  administrative  costs  from  the  budget,  to  increase  the 
social  security  benefit  and  contribution  base,  and  to  provide  for  a  study 
of  factors  impeding  the  efficiency  of  the  social  security  disability  determi- 
nation process. 


Mr.  Rostexkowski  (for  himself  and  Mr.  Jacobs)  introduced  the  following 
bill;  which  was  referred  to  the  Committee  on  Ways  and  Means 


To  improve  benefits  under  title  II  of  the  Social  Security 
Act,  to  establish  the  Social  Security  Administration  as 
an  independent  agency,  to  remove  social  security  admin- 
istrative costs  from  the  budget,  to  increase  the  social 
security  benefit  and  contribution  base,  and  to  provide 
for  a  study  of  factors  impeding  the  efficiency  of  the 
social  security  disability  determination  process. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE  AND  TABLE  OF  CONTENTS. 

4  This  Act  may  be  cited  as  the  "Social  Security  Trust 

5  Fund  Integrity  and  Benefits  Improvement  Act  of  1991". 


IN  THE  HOUSE  OF  REPRESENTATIVES 


July  10,  1991 


A  BILL 
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TABLE  OF  CONTENTS 
Sec.  1.  Short  title  and  table  of  contents. 

TITLE  I— BENEFIT  IMPROVEMENTS 

Sec.  101.  Adjustments  in  exempt  amount  for  purposes  of  the  retirement  test. 

See.  102.  Adjustment  in  rate  of  actuarial  reduction  in  amount  of  widow's  and 
widower's  insurance  benefits  so  as  to  reduce  maximum  reduc- 
tions to  25  percent. 

Sec.  103.  Repeal  of  7-year  restriction  on  eligibility  for  widow's  and  widower's 
insurance  benefits  based  on  disability. 

Sec.  104.  Expansion  of  State  option  to  exclude  service  of  election  officials  or 
election  workers  from  coverage. 

Sec.  105.  Increase  in  OASDI  contribution  and  benefit  base. 

Sec.  106.  Study  by  General  Accounting  Office  of  disability  determination  proc- 
ess. 

TITLE  IT— CLARIFICATION  OF  BUDGETARY  PROVISIONS 

Sec.  201.  Clarification  of  status  of  administrative  expenses  paid  from  the 

OASDI  trust  funds. 
See.  202.  Effective  date. 

TITLE  EI— SOCIAL  SECURITY  ADMINISTRATION 

Sec.  300.  Declaration  of  purposes. 

Subtitle  A — Establishment  of  the  Social  Security  Administration  as  an 
Independent  Agency 

Sec.  301.  Establishment  of  the  Social  Security  Administration  as  a  separate, 
independent  agency;  responsibilities  of  the  agency. 

Sec.  302.  Social  Security  Board;  Executive  Director;  Deputy  Director;  Benefici- 
ary Ombudsman;  other  officers. 

Sec.  303.  Personnel;  budgetary  matters;  facilities  and  procurement;  seal  of  of- 
fice. 

Sec.  304.  Transfers  to  the  new  Social  Security  Administration. 
Sec.  305.  Transitional  rules. 
Sec.  306.  Effective  dates. 

Subtitle  B — Conforming  Amendments  and  Rules  of  Construction 

Sec.  311.  Amendments  to  titles  IT  and  XVI  of  the  Social  Security  Act. 

Sec.  312.  Other  conforming  amendments. 

Sec.  313.  Rules  of  construction. 

Sec.  314.  Effective  dates. 

1  TITLE  I— BENEFIT  IMPROVEMENTS 

2  SEC.  101.  ADJUSTMENTS  EN  EXEMPT  AMOUNT  FOR  PUR 

3  POSES  OF  THE  RETIREMENT  TEST. 

4  (a)  Increase  in  Exempt  Amount  for  Intjivid- 

5  uals  Who  Have  Attained  Retirement  Aqe. — Section 

?      -  »Hfc  2838  IH 
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1  203(f)(8)(D)  of  the  Social  Security  Act  (42  U.S.C. 

2  403(f)(8)(D))  is  amended  to  read  as  follows: 


3  "(D)(i)  Notwithstanding  any  other  provision  of 

4  this  subsection,  the  exempt  amount  which  is  applica- 

5  ble  to  an  individual  who  has  attained  retirement  age 

6  (as  defined  in  section  216(1))  before  the  close  of  the 

7  taxable  year  involved  shall  be — 

8  "(I)  for  the  taxable  year  beginning  after 

9  1991  and  before  1993,  the  amount  which  would 

10  be  determined  under  this  paragraph  for  each 

11  month  of  such  taxable  year  if  section  101  of  the 

12  Social  Security  Trust  Fund  Integrity  and  Bene- 

13  fits  Improvement  Act  of  1991  had  not  been  en- 

14  acted,  plus  $100.00,  and 

15  "(II)  for  the  taxable  year  beginning  after 

16  1992  and  before  1994,  the  amount  which  would 

17  be  determined  under  this  paragraph  for  each 

18  month  of  such  taxable  year  if  section  101  of  the 

19  Social  Security  Trust  Fund  Integrity  and  Bene- 

20  fits  Improvement  Act  of  1991  had  not  been  en- 

21  acted,  plus  $250.00. 

22  "(ii)  For  purposes  of  subparagraph  (B)(ii)(II), 

23  the  increase  in  the  exempt  amount  provided  under 

24  clause  (i)  (II)  shall  be  deemed  to  have  resulted  from 
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1  a  determination  which  shall  be  deemed  to  have  been 

2  made  under  subparagraph  (A)  in  1992.". 

3  (b)  Effective  Date. — The  amendment  made  by 

4  this  section  shall  apply  with  respect  to  taxable  years  begin- 

5  ning  after  1991. 

6  SEC.  102.  ADJUSTMENT  IN  RATE  OF  ACTUARIAL  REDUC- 

7  TION  IN  AMOUNT  OF  WIDOW'S  AND  WIDOW- 

8  ER'S  INSURANCE  BENEFITS  SO  AS  TO  RE- 

9  DUCE  MAXIMUM  REDUCTIONS  TO  25  PER- 

10  CENT. 

1 1  (a)  In  General.— Section  202(q)(l)(A)  of  the  Social 

12  Security  Act  (42  U.S.C.  402(q)(l)(A))  is  amended  by 

13  striking  "19/4o  of  1  percent"  and  inserting  "5/i2  of  1  per- 

14  cent". 

15  (b)  Conforming  Amendments. — 

16  (1)  Section  202(q)(9)  of  such  Act  (42  U.S.C. 

17  402(q)(9))  is  amended  by  striking  "28.5  percent" 

18  each  place  it  appears  and  inserting  "25.0  percent". 

19  (2)  Section  202(q)(10)  of  such  Act  (42  U.S.C. 

20  402(q)(10))  is  amended  by  striking  "19/40  of  1  per- 

21  cent"  each  place  it  appears  and  inserting  "5/12  of 

22  1  percent". 

23  (c)  Effective  Date  and  Transition  Rule. — 
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1  (1)  Effective  date. — The  amendments  made 

2  by  this  section  shall  apply  with  respect  to  benefits 

3  for  months  after  June  1992. 

4  (2)  Transition  rule. — Section  1634  of  the 

5  Social  Security  Act  (42  U.S.C.  1383c)  is  amended 

6  by  adding  at  the  end  the  following  new  subsection: 
"(e)(1)  In  the  case  of  any  eligible  widow  or  widower 

8  (as  defined  in  paragraph  (2))  who  is  entitled  to  a  widow's 

9  or  widower's  insurance  benefit  under  section  202  (e)  or 

10  (f)  for  any  month  but  is  not  eligible  for  benefits  under 

1 1  this  title  in  that  month — 

12  "(A)  such  eligible  widow  or  widower  shall  be 

13  deemed  for  purposes  of  title  XLX  to  be  an  individual 

14  with  respect  to  whom  supplemental  security  income 

15  benefits  are  paid  under  this  title  in  that  month,  if 

16  he  or  she  would  be  eligible  for  such  benefits  in  the 

17  month  involved  if  the  amount  of  the  increase  de- 

18  scribed  in  paragraph  (2)(B)  in  his  or  her  widow's  or 

19  widower's  insurance  benefits  (and  any  subsequent 

20  cost-of-living  adjustments  in  such  benefits  under  sec- 

21  tion  215(i))  were  disregarded,  and 

22  "(B)  such  eligible  widow  or  widower  shall  be 

23  deemed  for  purposes  of  title  XLX  to  be  an  individual 

24  with  respect  to  whom  State  supplementary  pay- 

25  ments,  of  the  type  referred  to  in  section  1616(a)  of 
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1  this  Act  or  in  section  212(a)  of  Public  Law  93-66 

2  which  are  paid  by  the  Secretary  under  an  agreement 

3  referred  to  in  such  section  1616(a)  or  in  section 

4  212(b)  of  Public  Law  93-66,  are  paid  in  that 

5  month,  if  he  or  she  would  be  eligible  for  such  pay- 

6  merits  in  the  month  involved  if  the  amount  of  the  in- 
crease described  in  paragraph  (2)(B)  in  his  or  her 

8  widow's  or  widower's  insurance  benefits  (and  any 

9  subsequent  cost-of-living  adjustments  in  such  bene- 

10  fits  under  section  215(i))  were  disregarded. 

11  "(2)  For  purposes  of  paragraph  (1),  the  term  'eligible 

12  widow  or  widower'  means  an  individual — 

13  "(A)  who  is  entitled  to  a  widow's  or  widower's 

14  insurance  benefit  under  section  202  (e)  or  (f)  for 

15  June  1992  and  with  respect  to  whom  a  benefit 

16  under  this  title  was  paid  in  that  month,  and 

17  "(B)  who,   because   of  the   increase   in  the 

18  amount  of  his  or  her  widow's  or  widower's  insurance 

19  benefits  which  results  from  the  amendments  made 

20  by  subsections  (a)  and  (b)  of  section  102  of  the  So- 

21  cial  Security  Trust  Fund  Integrity  and  Benefits  Im- 

22  provement  Act  of  1991,  is  not  eligible  for  benefits 

23  under  this  title  in  the  first  month  in  which  such  in- 

24  crease  is  paid  to  him  or  her  (and  in  which  a  retroac- 
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1  tive  payment  of  such  increase  for  prior  months  was 

2  not  made). 

3  "(3)  For  purposes  of  this  subsection,  the  term  'bene- 


4  fit  under  this  title'  means  a  supplemental  security  income 

5  benefit  under  this  title,  and  a  State  supplementary  pay- 

6  ment  of  the  type  referred  to  in  section  1616(a)  (or  a  pay- 

7  ment  of  the  type  referred  to  in  section  212(a)  of  Public 

8  Law  93-66)  which  is  paid  by  the  Secretary  under  an 

9  agreement  referred  to  in  section  1616(a)  (or  in  section 

10  212(b)  of  Public  Law  93-66).". 

1 1  SEC.  103.  REPEAL  OF  7-YEAR  RESTRICTION  ON  ELIGIBILITY 


12  FOR  WIDOW'S  AND  WIDOWER'S  INSURANCE 

13  BENEFITS  BASED  ON  DISABILITY. 

14  (a)  Widow's  Insurance  Benefits. — 

15  (1)  In  general. — Section  202(e)  of  the  Social 

16  Security  Act  (42  U.S.C.  402(e))  is  amended— 

17  (A)  in  paragraph  (l)(B)(ii),  by  striking 

18  "which  began  before  the  end  of  the  period  spec- 

19  ified  in  paragraph  (4)"; 

20  (B)  in  paragraph  (l)(F)(ii),  by  striking 

21  "(I)  in  the  period  specified  in  paragraph  (4) 

22  and  (II)"; 

23  (C)  by  striking  paragraph  (4)  and  by  re- 

24  designating  paragraphs   (5)   through   (9)  as 

25  paragraphs  (4)  through  (8),  respectively;  and 
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1  (D)  in  paragraph  (4)(A)(ii)  (as  redesignat- 

2  ed),  by  striking  "whichever"  and  all  that  follows 

3  through  "begins"  and  inserting  "the  first  day 

4  of  the  seventeenth  month  before  the  month  in 

5  which  her  application  is  filed". 

6  (2)  Conforming  amendments. — 

7  (A)  Section  202(e)(l)(F)(i)  of  such  Act 

8  (42   U.S.C.   402(e)(l)(F)(i))   is   amended  by 

9  striking  "paragraph  (5)"  and  inserting  "para- 

10  graph  (4)". 

11  (B)  Section  202(e)(l)(C)(ii)(III)  of  such 

12  Act  (42  U.S.C.  402(e)(2)(C)(ii)(III))  is  amend- 

13  ed  by  striking  "paragraph  (8)"  and  inserting 

14  "paragraph  (7)". 

15  (C)  Section  202(e)(2)(A)  of  such  Act  (42 

16  U.S.C.  402(e)(2)(A))  is  amended  by  striking 

17  "paragraph    (7)"    and    inserting  "paragraph 

18  (6)". 

19  (D)  Section  226(e)(l)(A)(i)  of  such  Act 

20  (42   U.S.C.   426(e)(l)(A)(i))   is  amended  by 

21  striking  "202(e)(4)". 

22  (b)  Widower's  Insurance  Benefits. — 

23  (1)  In  general.— Section  202(f)  of  such  Act 

24  (42  U.S.C.  402(f))  is  amended— 
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1  (A)  in  paragraph  (l)(B)(ii),  by  striking 

2  "which  began  before  the  end  of  the  period  spec- 

3  ified  in  paragraph  (5)"; 

4  (B)  in  paragraph  (l)(F)(ii),  by  striking 

5  "(I)  in  the  period  specified  in  paragraph  (5) 

6  and  (II)"; 

7  (C)  by  striking  paragraph  (5)  and  by  re- 

8  designating  paragraphs   (6)   through   (9)  as 

9  paragraphs  (5)  through  (8),  respectively;  and 

10  (D)  in  paragraph  (5)(A)(ii)  (as  redesignat- 

11  ed),  by  striking  "whichever"  and  all  that  follows 

12  through  "begins"  and  inserting  "the  first  day 

13  of  the  seventeenth  month  before  the  month  in 

14  which  his  application  is  filed". 

15  (2)  Conforming  amendments. — 

16  (A)  Section  202(f)(l)(F)(i)  of  such  Act  (42 

17  U.S.C.  402(f)(l)(F)(i))  is  amended  by  striking 

18  "paragraph    (6)"    and    inserting  "paragraph 

19  (5)". 

20  (B)  Section  202(f)(l)(C)(ii)(III)  of  such 

21  Act  (42  U.S.C.  402(f)(2)(C)(ii)(III))  is  amend- 

22  ed  by  striking  "paragraph  (8)"  and  inserting 

23  "paragraph  (7)". 

24  (C)  Section  226(e)(l)(A)(i)  of  such  Act  (as 

25  amended    by    subsection    (a)(2))    is  further 
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1  amended  by  striking       202(f)(l)(B)(2),  and 

2  202(f)(5)"  and          inserting  "and 

3  202(f)(l)(B)(2)". 

4  (c)  Effective  Date. — The  amendments  made  by 

5  this  section  shall  apply  with  respect  to  benefits  for  months 

6  after  December  1991  for  which  applications  are  filed  or 

7  pending  on  or  after  January  1,  1992. 

8  SEC.   104.  EXPANSION  OF  STATE  OPTION  TO  EXCLUDE 

9  SERVICE  OF  ELECTION  OFFICIALS  OR  ELEC- 

10  TION  WORKERS  FROM  COVERAGE. 

11  (a)  Limitation  on  Mandatory  Coverage  of 

12  State  Election  Officials  and  Election  Workers 

13  Without  State  Retirement  System. — 

14  (1)  Amendment  to  social  security  act. — 

15  Section  210(a)(7)(F)(iv)  of  the  Social  Security  Act 

16  (42  U.S.C.  410(a)(7).(F)(iv))  (as  amended  by  section 

17  11332(a)  of  the  Omnibus  Budget  Reconciliation  Act 

18  of  1990)  is  amended  by  striking  "$100"  and  insert- 

19  ing  "$600  with  respect  to  service  performed  before 

20  1993,  and  the  exempt  remuneration  amount  deter- 

21  mined  under  section  218(c)(8)(B)  with  respect  to 

22  service  performed  after  1992". 

23  (2)  Amendment  to  fica.— Section  3121(b)(7) 

24  of  the  Internal  Revenue  Code  of  1986  (as  amended 

25  by  section  11332(b)  of  the  Omnibus  Budget  Recon- 
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1  ciliation   Act   of   1990)    is   amended   by  striking 

2  "$100"  and  inserting  "$600  with  respect  to  service 

3  performed  before  1993,  and  the  exempt  remunera- 

4  tion  amount  determined  under  section  218(c)(8)(B) 

5  of  the  Social  Security  Act  with  respect  to  service 

6  performed  after  1992". 

(b)  Conforming  Amendments  Relating  to  Med- 

8  icare  Qualified  Government  Employment. — 

9  (1)  Amendment  to  social  security  act. — 

10  Section  210(p)(2)(E)  of  the  Social  Security  Act  (42 

11  U.S.C.    410(p)(2)(E))    is    amended    by  striking 

12  "$100"  and  inserting  "$600  with  respect  to  service 

13  performed  before  1993,  and  the  exempt  remunera- 

14  tion  amount  determined  under  section  218(c)(8)(B) 

15  with  respect  to  service  performed  after  1992". 

16  (2)       Amendment       to       fica. — Section 

17  3121(u)(2)(B)(ii)(V)  of  the  Internal  Revenue  Code 

18  of  1986  is  amended  by  striking  "$100"  and  insert- 

19  ing  "$600  with  respect  to  service  performed  before 

20  1993,  and  the  exempt  remuneration  amount  deter- 

21  mined  under  section  218(c)(8)(B)  of  the  Social  Se- 

22  curity  Act  with  respect  to  service  performed  after 

23  1992". 

24  (c)  Authority  for  States  To  Modify  Coverage 

25  Agreements  With  Respect  to  Election  Officials 
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1  and  Election  Workers. — Section  218(c)(8)  of  the  So- 

2  cial  Security  Act  (42  U.S.C.  418(c)(8))  is  amended— 

3  (1)  by  striking  "on  or  after  January  1,  1968," 

4  and  inserting  "at  any  time"; 

5  (2)  by  striking  "$100"  and  inserting  "$600 

6  with  respect  to  service  performed  before  1993,  and 

7  the  exempt  remuneration  amount  determined  under 

8  subparagraph  (B)  with  respect  to  service  performed 

9  after  1992";  and 

10  (3)  by  striking  the  last  sentence  and  inserting 

11  the  following  new  sentence:  "Any  modification  of  an 

12  agreement  pursuant  to  this  paragraph  shall  be  effee- 

13  tive  with  respect  to  services  performed  in  and  after 

14  the  calendar  year  in  which  the  modification  is  mailed 

15  or  delivered  by  other  means  to  the  Secretary,  except 

16  that  any  modification  mailed  or  delivered  in  1992 

17  shall,  at  the  election  of  the  State,  be  effective  with 

18  respect  to  services  performed  in  and  after  1991.". 

19  (d)    Indexation    of    Exempt  Remuneration 

20  Amount. — 

21  (1)  In  general.— Section  218(c)(8)  of  the  So- 

22  cial  Security  Act  (as  amended  by  subsection  (c))  is 

23  further  amended — 

24  (A)  by  inserting  "(A)"  after  "(8)";  and 
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1  (B)  by  adding  at  the  end  the  following  new 

2  subparagraphs: 

3  "(B)  Whenever  the  Secretary  pursuant  to  section 

4  215(i)  increases  benefits  effective  with  the  December  fol- 

5  lowing  a  cost-of-living  computation  quarter  in  or  after 

6  1992,  he  shall  also  determine  and  publish  in  the  Federal 

7  Register  on  or  before  November  1  of  the  calendar  year 

8  in  which  such  quarter  occurs  the  exempt  remuneration 

9  amount  determined  under  subparagraph  (C)  which  shall 

10  be  effective  with  respect  to  service  performed  during  the 

1 1  following  calendar  year. 

12  "(C)   The  amount  of  such  exempt  remuneration 

13  amount  shall  be  the  dollar  amount  in  effect  under  sub- 

14  paragraph  (A)  with  respect  to  service  performed  during 

15  the  calendar  year  in  which  the  determination  under  sub- 

16  paragraph  (B)  is  made  or,  if  larger,  the  product  of — 

17  "(i)  the  dollar  amount  which  is  in  effect  under 

18  subparagraph  (A)  with  respect  to  service  performed 

19  in  the  calendar  year  in  which  the  determination 

20  under  subparagraph  (B)  is  made,  and 

21  "(ii)  the  ratio  of  (I)  the  deemed  average  total 

22  wages  (as  defined  in  section  209(k)(l))  for  the  cal- 

23  endar  year  before  the  calendar  year  in  which  the  de- 

24  termination  under  subparagraph  (B)  is  made  to  (II) 

25  the  deemed  average  total  wages-  (as  so  defined)  for 
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1  the  calendar  year  before  the  most  recent  calendar 

2  year  in  which  an  increase  in  the  dollar  amount  in  ef- 

3  feet  under  this  paragraph  was  enacted  or  a  determi- 

4  nation  resulting  in  such  an  increase  was  made  under 

5  subparagraph  (B), 

6  with  such  product,  if  not  a  multiple  of  $100,  being  round- 

7  ed  to  the  next  higher  multiple  of  $100  where  such  product 

8  is  a  multiple  of  $50  but  not  of  $100  and  to  the  nearest 

9  multiple  of  $100  in  any  other  case.". 

10  (2)      Conforming      amendment. — Section 

11  209(k)(l)  of  such  Act  (42  U.S.C.  409(k)(l))  is 

12  amended  by  inserting  "218(c)(8)(C)(ii)(D,"  after 

13  "215(b)(3)(A)(ii),". 

14  (e)  Effective  Dates. — The  amendments  made  by 

15  subsection  (a)  shall  be  effective  as  if  included  in  the  enact- 

16  ment  of  section  11332  of  the  Omnibus  Budget  Reconcilia- 

17  tion  Act  of  1990.  The  amendments  made  by  subsections 

18  (b)  and  (c)  shall  be  effective  with  respect  to  service  per- 

19  formed  on  or  after  January  1,  1991. 

20  SEC.  105.  INCREASE  ON  OASDI  CONTRIBUTION  AND  BENE- 

21  FIT  BASE. 

22  Section  230(c)  of  the  Social  Security  Act  (42  U.S.C. 

23  430(c))  is  amended— 

24  (1)  in  the  first  sentence,  by  striking  "and"  be- 

25  fore  "(2)",  by  striking  the  period  at  the  end  of 
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1  subclause  (D)  of  clause  (2)  and  inserting  a  comma, 

2  and  by  adding  at  the  end,  after  and  below  such 

3  subclause  (D),  the  following: 

4  "and  (3)  the  'contribution  and  benefit  base'  with  respect 

5  to  remuneration  paid  (and  taxable  years  beginning)  in  a 

6  year  specified  in  the  following  table  shall  be  the  contribu- 

7  tion  and  benefit  base  which  would  be  determined  under 

8  this  section  with  respect  to  remuneration  paid  (and  tax- 

9  able  years  beginning)  in  such  year  if  section  105  of  the 

10  Social  Security  Trust  Fund  Integrity  and  Benefits  Im- 

11  provement  Act  of  1991  had  not  been  enacted,  plus  the  ap- 

12  pli cable  incremental  amount  provided  in  such  table,  as  fol- 

13  lows: 

The  applicable 

"If  the  specified  year  is:  incremental  amount  is: 


1992    $1,200 

1993    $1,200 

1994    $1,800 

1995   $2,400 

1996    $3,000."; 

14  (2)  in  the  last  sentence,  by  striking  "in  1982 

15  and  subsequent  years"  and  inserting  "in  years  be- 

16  ginning  after  1981  and  ending  before  1992";  and 

17  (3)  by  adding  at  the  end  the  following  new  sen- 


18  tence:  "For  purposes  of  determining  under  subsec- 

19  tion  (b)  the  'contribution  and  benefit  base'  with  re- 

20  spect  to  remuneration  paid  (and  taxable  years  •begin- 

21  "ning)  in  1997  and  subsequent  years,  the  contribu- 

22  tion  and  benefit  bases  determined  under  clause  (3) 
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1  of  the  first  sentence  of  this  subsection  shall  be  con- 

2  sidered  to  have  resulted  from  the  application  of  such 

3  subsection  (b)  and  to  be  the  contribution  and  benefit 

4  bases  determined  (with  respect  to  the  years  involved) 

5  under  that  subsection.". 

6  SEC.  106.  STUDY  BY  GENERAL  ACCOUNTING  OFFICE  OF 

7  DISABILITY  DETERMINATION  PROCESS. 

8  (a)  In  General. — As  soon  as  practicable  after  the 

9  date  of  the  enactment  of  this  Act,  the  Comptroller  General 

10  of  the  United  States  shall  conduct  a  study  under  this  sec- 

11  tion  of  the  disability  determination  process,  and  the  ap- 

12  peals  process  applicable  to  disability  determinations,  under 

13  titles  II  and  XVI  of  the  Social  Security  Act. 

14  (b)  Analysis  of  Extent  to  Which  Reversals  of 

15  Initial  Denials  of  Claims  Are  Based  on  Certain 

16  Factors. — The  study  under  this  section  shall  include  an 

17  analysis  of  the  extent  to  which  reversals  on  appeal  of  ini- 

18  tial  disability  determinations  which  deny  claims  to  benefits 

19  under  title  II  or  XVI  of  the  Social  Security  Act  are  attrib- 

20  utable  to  the  following  factors: 

21  (1)  the  failure  of  the  Social  Security  Adminis- 

22  tration  to  obtain  adequate  evidence  of  the  claimant's 

23  medical  condition  before  making  an  initial  disability 

24  determination; 
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1  (2)  the  failure  of  the  Social  Security  Adminis- 

2  tration  to  base  its  initial  disability  determinations  on 

3  the  medical  evidence  that  it  obtains; 

4  (3)  the  development  of  new  medical  evidence  as 

5  the  claimant's  medical  condition  worsens  during  the 

6  course  of  an  appeal; 

7  (4)  differences  between  the  instructions  that  the 

8  Social  Security  Administration  provides  its  disability 

9  examiners  in  the  Program  Operations  Manuals  and 

10  the  law  and  regulations  applied  by  administrative 

1 1  law  judges  of  the  Administration  on  appeal;  and 

12  (5)  the  failure  of  Social  Security  Administration 

13  disability  examiners  to  meet  face-to-face  with  claim- 

14  ants  before  making  initial  disability  determinations 

15  as  administrative  law  judges  of  the  Administration 

16  do  on  appeal. 

I  (c)  Identification  op  Factors  Leading  to  Deci- 


18  signs  by  Claimants  to  Appeal  or  Not  to  Appeal 

19  Initial  Decisions. — The  study  under  this  section  shall 

20  also  include  an  investigation  of  the  factors  that  lead  claim- 

21  ants  who  have  received  initial  decisions  denying  claims  to 

22  disability  benefits  or  other  benefits  based  on  disability 

23  under  title  II  or  title  XVI  of  the  Social  Security  Act  to 

24  pursue  their  claims  on  appeal  or  to  decline  to  do  so.  The 

25  factors  investigated  shall  include  the  following: 
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1  (1)  the  financial  circumstances  of  the  claimant; 

2  (2)  the  claimant's  understanding  of  the  disabil- 

3  ity  determination  process  and  the  appeals  process; 

4  (3)  the  extent  or  nature  of  the  medical  evidence 

5  accompanying  the  claimant's  initial  claim; 

6  (4)  the  nature  of  the  claimant's  disability;  and 

7  (5)  such  other  factors  as  the  Comptroller  Gen- 

8  eral  considers  appropriate. 

9  (d)  Report. — The  Comptroller  General  shall  submit 

10  a  report  of  the  results  of  the  study  under  this  section  to 

1 1  the  Committee  on  Ways  and  Means  of  the  House  of  Repre- 

12  sentatives  and  the  Committee  on  Finance  of  the  Senate 

13  not  later  than  March  1,  1992. 

14  TITLE  II— CLARIFICATION  OF  BUDGETARY 

15  PROVISIONS 

16  SEC.  201.  CLARIFICATION  OF  STATUS  OF  ADMINISTRATIVE 

17  EXPENSES  PAID  FROM  THE  OASDI  TRUST 

18  FUNDS. 

19  (a)  Section  13301(a)  of  the  Omnibus  Budget  Recon- 


20  ciliation  Act  of  1990  is  amended  by  inserting  "(including 

21  the  expenses  of  administering  the  old-age,  survivors,  and 

22  disability  insurance  programs)"  before  "shall"  and  by 

23  adding  at  the  end  the  following  new  sentence:  "No  ex- 

24  penses  of  administering  the  old-age,  survivors,  and  disabil- 

25  ity  insurance  programs  shall  be  subject  to  sequestration 
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1  under  the  Balanced  Budget  and  Emergency  Deficit  Con- 

2  trolActof  1985.". 

3  (b)(1)  Section  250(c)(4)(A)  of  the  Balanced  Budget 

4  and  Emergency  Deficit  Control  Act  of  1985  is  amended 

5  by  inserting  after  "1990"  the  following:  ",  except  that  ex- 

6  penses  for  the  administration  of  the  social  security  old- 

7  age  and  survivors  insurance  trust  fund  and  the  disability 

8  insurance  trust  fund  (20-8006-0-7-651  and  20-8007-0- 

9  7-651)  shall  not  be  considered  to  be  within  any  catego- 

10  ry." 

11  (2)  Section  256(h)(4)  of  such  Act  is  amended  by  in- 

12  serting  at  the  end  the  following: 

13  "(J)  The  old-age,  survivors  and  disability 

14  insurance  (OASDI)  programs.". 

15  SEC.  202.  EFFECTIVE  DATE. 

16  The  amendments  made  by  this  title  shall  take  effect 

17  as  if  included  in  section  13301  of  the  Omnibus  Budget 

18  Reconciliation  Act  of  1990. 

19  TITLE  III— SOCIAL  SECURITY  ADMINISTRATION 

20  SEC.  300.  DECLARATION  OF  PURPOSES. 

21  The  purposes  of  this  title  are  as  follows: 

22  (1)  to  establish  the  Social  Security  Administra- 

23  tion  as  an  independent  agency,  separate  from  the 

24  Department  of  Health  and  Human  Services; 
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1  (2)  to  charge  the  Social  Security  Administra- 

2  tion  with  administration  of  the  old-age,  survivors, 

3  and  disability  insurance  program  and  supplemental 

4  security  income  program; 

5  (3)  to  establish  a  Social  Security  board  as  head 

6  of  the  Social  Security  Administration  and  define  the 

7  powers  and  duties  of  such  Board; 

8  (4)  to  establish  an  Executive  Director  of  the 

9  Administration  and  define  the  powers  and  duties  of 

10  the  Executive  Director;  and 

11  (5)  to  provide  for  delegating  major  authorities 

12  to  the  Board  and  the  Executive  Director. 

13  Subtitle  A — Establishment  of  the  Social  Security 

14  Administration  as  an  Independent  Agency 

15  SEC.  301.  ESTABLISHMENT  OF  THE  SOCIAL  SECURITY  AD- 

16  MINISTRATION  AS  A  SEPARATE,  INDEPEND- 

17  ENT   AGENCY;   RESPONSIBILITIES    OF  THE 

18  AGENCY. 

19  Section  701  of  the  Social  Security  Act  (42  U.S.C. 

20  901)  is  amended  to  read  as  follows: 

21  "SOCIAL  SECURITY  ADMINISTRATION 

22  "Sec.  701.  There  is  hereby  established,  as  an  inde- 

23  pendent  agency  in  the  executive  branch  of  the  Govern- 

24  ment,  a  Social  Security  Administration.  It  shall  be  the 

25  duty  of  the  Administration  to  administer  the  old-age,  sur- 

26  vivors,  and  disability  insurance  program  under  title  II  and 
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1  the  supplemental  security  income  program  under  title 

2  XVI.". 

3  SEC.  302.  SOCIAL  SECURITY  BOARD,  EXECUTIVE  DIRECTOR, 

4  DEPUTY  DIRECTOR,  BENEFICIARY  OMBUDS- 

5  MAN;  OTHER  OFFICERS. 

6  (a)  In  General. — Section  702  of  the  Social  Security 

7  Act  (42  U.S.C.  902)  is  amended  to  read  as  follows: 

8  "SOCIAL  SECURITY  BOARD;  EXECUTIVE  DIRECTOR; 

9  OTHER  OFFICERS 

10  "Social  Security  Board 

11  "Sec  702.  (a)(1)(A)  The  Administration  shall  be 

12  governed  by  a  Social  Security  Board.  The  Board  shall  be 

13  composed  of  three  members  appointed  by  the  President, 

14  by  and  with  the  advice  and  consent  of  the  Senate.  The 

15  members  shall  be  chosen  on  the  basis  of  their  integrity, 

16  impartiality,  and  good  judgment,  and  shall  be  individuals 

17  who  are,  by  reason  of  their  education,  experience,  and  at- 

18  tainments,  exceptionally  qualified  to  perform  the  duties  of 

19  members  of  the  Board. 

20  "(B)(i)  Except  as  provided  in  clauses  (ii)  and  (hi), 

21  members  of  the  Board  shall  be  appointed  for  terms  of  six 

22  years.  A  member  of  the  Board  may  be  removed  only  pur- 

23  suant  to  a  finding  by  the  President  of  neglect  of  duty  or 

24  malfeasance  in  office.  The  President  shall  transmit  any 

25  such  finding  to  the  Speaker  of  the  House  of  Representa- 
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1  tives  and  the  majority  leader  of  the  Senate  not  later  than 

2  five  days  after  the  date  on  which  such  finding  is  made. 

3  "(ii)  Of  the  members  first  appointed — 

4  "(I)  one  shall  be  appointed  for  a  term  ending 

5  June  30,  1993, 

6  "(II)  one  shall  be  appointed  for  a  term  ending 

7  June  30,  1995,  and 

8  "(HI)  one  shall  be  appointed  for  a  term  ending 

9  June  30,  1997, 

10  as  designated  by  the  President  at  the  time  of  appointment. 

11  Such  members  shall  be  appointed  after  active  consider- 

12  ation  of  recommendations  made  by  the  chairman  of  the 

13  Committee  on  Ways  and  Means  of  the  House  of  Repre- 

14  sentatives  and  of  recommendations  made  by  the  chairman 

15  of  the  Committee  on  Finance  of  the  Senate. 

16  "(hi)  The  President  may  not  nominate  an  individual 

17  for  appointment  to  a  term  of  office  as  member  of  the 

18  Board  before  the  commencement  of  the  President's  term 

19  of  office  in  which  the  member's  term  of  office  commences. 

20  Any  member  appointed  to  a  term  of  office  after  the  eom- 

21  mencement  of  such  term  may  serve  under  such  appoint- 

22  ment  only  for  the  remainder  of  such  term.  A  member  may, 

23  at  the  request  of  the  President,  serve  for  not  more  than 

24  one  year  after  the  expiration  of  his  or  her  term  until  his 
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1  or  her  successor  has  taken  office.  A  member  of  the  Board 

2  may  be  appointed  for  additional  terms. 

3  "(C)  Not  more  than  two  members  of  the  Board  shall 

4  be  of  the  same  political  party. 

5  "(D)  A  member  of  the  Board  may  not,  during  his 

6  or  her  term  as  member,  engaged  in  any  other  business, 

7  vocation,  profession,  or  employment.  A  member  of  the 

8  Board  may  continue  as  a  member  of  the  Board  for  not 

9  longer  than  the  30-day  period  beginning  on  the  date  such 

10  member  first  fails  to  meet  the  requirements  of  the  preced- 

1 1  ing  sentence. 

12  "(E)  Two  members  of  the  Board  shall  constitute  a 

13  quorum,  except  that  one  member  may  hold  hearings. 

14  "(F)  A  member  of  the  Board  shall  be  designated  by 

15  the  President  to  serve  as  Chairperson  of  the  Board  for 

16  a  term  of  4  years. 

17  "(G)  The  Board  shall  meet  at  the  call  of  the  Chair- 

18  person  or  two  members  of  the  Board. 

19  "(2)  Each  member  of  the  Board  shall  be  compensated 

20  at  the  rate  provided  for  level  II  of  the  Executive  Schedule. 

21  "(3)  The  Board  shall— 

22  "(A)  govern  by  regulation  the  old-age,  survi- 

23  vors,  and  disability  insurance  program  under  title  II 

24  and   the   supplemental   security  income  program 

25  under  title  XVI, 

! 
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1  "(B)  establish  the  Administration  and  oversee 

2  its  efficient  and  effective  operation, 

3  "(C)  establish  policy  and  devise  long-term  plans 

4  to  promote  and  maintain  the  effective  implementa- 

5  tion  of  programs  referred  to  in  subparagraph  (A), 

6  "(D)  appoint  an  Executive  Director  of  the  Ad- 

7  ministration,  as  described  in  subsection  (b),  to  act  as 

8  the  chief  operating  officer  of  the  Administration  re- 

9  sponsible  for  administering  the  programs  referred  to 

10  in  subparagraph  (A), 

11  "(E)  constitute  three  of  the  members  of  the 

12  Board  of  Trustees  of  the  Federal  Old-Age  and  Sur- 

13  vivors  Insurance  Trust  Fund  and  the  Federal  Dis- 

14  ability  Insurance  Trust  Fund,  with  the  Chairperson 

15  of  the  Social  Security  Board  serving  as  Chairperson 

16  of  such  Board  of  Trustees, 

17  "(F)  prepare  an  annual  budget  for  the  Admin- 

18  istration,  which  shall  be  submitted  by  the  President 

19  to  the  Congress  without  revision,  including  program 

20  costs  of  the  supplemental  security  income  program 

21  under  title  XVI,  and  defend  such  budget  before  the 

22  appropriate  committee  of  each  House  of  the  Con- 

23  gress, 

24  "(G)  study  and  make  recommendations  to  the 

25  Congress  and  the  President  as  to  the  most  effective 
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1  methods  of  providing  economic  security  through  so- 

2  cial  insurance,  supplemental  security  income,  and  re- 

3  lated  programs  and  as  to  legislation  and  matters  of 

4  administrative  policy  concerning  the  programs  re- 

5  f erred  to  in  subparagraph  (A), 

6  "(H)  provide  the  Congress  and  the  President 

7  with  the  ongoing  actuarial  and  other  analysis  under- 

8  taken  by  the  Administration  with  respect  to  the  pro- 

9  grams  referred  to  in  subparagraph  (A)  and  any 

10  other  information  relating  to  such  programs,  and 

11  "(I)  conduct  policy  analysis  and  research  relat- 

12  ing  to  the  programs  referred  to  in  subparagraph 

13  (A). 

14  "(4) (A)  The  Board  may  prescribe  such  rules  and  reg- 

15  ulations  as  the  Board  determines  necessary  or  appropriate 

16  to  carry  out  the  functions  of  the  Administration.  The  reg- 

17  ulations  prescribed  by  the  Board  shall  be  subject  to  the 

18  rulemaking  procedures  established  under  section  553  of 

19  title  5,  United  States  Code. 

20  "(B)  The  Board  may  establish,  alter,  consolidate,  or 

21  discontinue  such  organizational  units  or  components  with- 

22  in  the  Administration  as  the  Board  considers  necessary 

23  or  appropriate  to  carry  out  its  functions,  except  that  this 

24  subparagraph  shall  not  apply  with  respect  to  any  unit, 

25  component,  or  position  provided  for  by  this  Act. 
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1  "(C)  The  Board  may,  with  respect  to  the  administra- 

2  tion  of  the  old-age,  survivors,  and  disability  insurance  pro- 

3  gram  under  title  II  and  the  supplemental  security  income 

4  program  under  title  XVI,  assign  duties,  and  delegate,  or 

5  authorize  successive  redelegations  of,  authority  to  act  and 

6  to  render  decisions,  to  such  officers  and  employees  as  the 

7  Board  may  find  necessary.  Within  the  limitations  of  such 

8  delegations,  redelegations,  or  assignments,  all  official  acts 

9  and  decisions  of  such  officers  and  employees  shall  have 

10  the  same  force  and  effect  as  though  performed  or  rendered 

1 1  by  the  Board. 

12  "Executive  Director 

13  "(b)(1)  There  shall  be  in  the  Administration  an  Exec- 

14  utive  Director  who  shall  be  appointed  by  the  Social  Securi- 

15  ty  Board. 

16  "(2)  (A)  The  Executive  Director  shall  be  appointed 

17  for  a  term  of  four  years,  except  that  the  individual  first 

18  appointed  to  the  office  of  Executive  Director  shall  be  ap- 

19  pointed  for  a  term  ending  September  30,  1995.  An  indi- 

20  vidual  appointed  to  a  term  of  office  as  Executive  Director 

21  after  the  commencement  of  such  term  of  office  as  Execu- 

22  tive  Director  after  the  commencement  of  such  term  may 

23  serve  under  such  appointment  only  for  the  remainder  of 

24  such  term.  An  individual  may,  at  the  request  of  the  Chair- 

25  person  of  the  Board,  serve  as  Executive  Director  after  the 
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1  expiration  of  his  or  her  term  for  not  more  than  one  year 

2  until  his  or  her  successor  has  taken  office.  An  individual 

3  may  be  appointed  as  Executive  Director  for  additional 

4  terms. 

5  "(B)  An  individual  may  be  removed  from  the  office 

6  of  Executive  Director  before  completion  of  his  or  her  term 

7  only  for  cause  found  by  the  Board. 

8  "(3)  The  Executive  Director  shall  be  compensated  at 

9  the  rate  provided  for  level  II  of  the  Executive  Schedule. 

10  "(4)  The  Executive  Director  shall— 

11  "(A)  constitute  the  chief  operating  officer  of  the 

12  Administration,  responsible  for  administering,  in  ac- 

13  cordance  with  applicable  statutes  and  regulations, 

14  the  old-age,  survivors,  and  disability  insurance  pro- 

15  gram  under  title  II  and  the  supplemental  security 

16  income  program  under  title  XVT, 

17  "(B)  maintain  an  efficient  and  effective  oper- 

18  ational  structure  for  the  Administration, 

19  "(C)  implement  the  long-term  plans  of  the 

20  Board  to  promote  and  maintain  the  effective  imple- 

21  mentation  of  such  programs, 

22  "(D)  report  annually  to  the  Board  on  program 

23  costs  under  title  II,  make  annual  budgetary  recom- 

24  mendations  to  the  Board  for  the  ongoing  administra- 

25  tive  costs  of  the  Administration  under  this  Act  and 
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1  the  program  costs  of  the  supplemental  security  in- 

2  come  program  under  title  XVI,  and  defend  the  rec- 

3  ommendations  before  the  Board, 

4  "(E)  advise  the  Board  and  the  Congress  on  the 

5  effect  on  the  administration  of  such  programs  of 

6  proposed  legislative  changes  in  such  programs, 

7  "(F)  serve  as  Secretary  of  the  Board  of  Trust- 

8  ees  of  the  Federal  Old- Age  and  Survivors  Insurance 

9  Trust  Fund  and  the  Federal  Disability  Insurance 

10  Trust  Fund, 

11  "(G)  report  in  December  of  each  year  to  the 

12  Board  for  transmittal  to  the  Congress  concerning 

13  the  administrative  endeavors  and  accomplishments 

14  of  the  Administration,  and 

15  "(H)  carry  out  such  additional  duties  as  are  as- 

16  signed  by  the  Board  from  time  to  time. 


17  Any  reference  to  the  Board  in  this  Act  or  any  other  provi- 

18  sion  of  law  in  connection  with  the  exercise  of  a  function 

19  of  the  Board  which  is  delegated  to  the  Executive  Director 

20  pursuant  to  this  section  shall  be  considered  a  reference 

21  to  the  Executive  Director. 

22  "Deputy  Director  of  Social  Security 

23  "(c)(1)  There  shall  be  in  the  Office  of  the  Executive 

24  Director  a  Deputy  Director,  who  shall  be  appointed  by  and 

25  serve  at  the  pleasure  of  the  Executive  Director. 
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1  "(2)  The  Deputy  Director  shall  be  compensated  at 

2  the  rate  provided  for  level  III  of  the  Executive  Schedule. 

3  "(3)  The  Deputy  Director  shall  perform  such  duties 

4  and  exercise  such  powers  as  the  Executive  Director  shall 

5  from  time  to  time  assign  or  delegate.  The  Deputy  Director 

6  shall  be  Acting  Executive  Director  of  the  Administration 

7  during  the  absence  or  disability  of  the  Executive  Director 

8  and,  unless  the  Board  designates  another  officer  of  the 

9  Government  as  Acting  Executive  Director,  in  the  event  of 

10  a  vacancy  in  the  office  of  the  Executive  Director. 

11  "General  Counsel 

12  "(d)(1)  There  shall  be  in  the  Administration  a  Gener- 

13  al  Counsel,  who  shall  be  appointed  by  and  serve  at  the 

14  pleasure  of  the  Board.  The  General  Counsel  shall  be  the 

15  principal  legal  officer  in  the  Administration. 

16  "(2)  The  General  Counsel  shall  be  compensated  at 

17  the  rate  provided  for  level  IV  of  the  Executive  Schedule. 

18  "Inspector  General 

19  "(e)(1)  There  shall  be  in  the  Administration  an  Office 

20  of  the  Inspector  General.  Such  Office  shall  be  headed  by 

21  an  Inspector  General  appointed  in  accordance  with  the  In- 

22  spector  General  Act  of  1978. 

23  "(2)  The  Inspector  General  shall  be  compensated  at 

24  the  rate  provided  for  level  IV  of  the  Executive  Schedule. 
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1  "Beneficiary  Ombudsman 

2  "(f)(1)  There  shall  be  in  the  Administration  an  Office 

3  of  the  Beneficiary  Ombudsman,  to  be  headed  by  a  Benefi- 

4  eiary  Ombudsman  appointed  by  tne  Board. 

5  "(2) (A)  The  Beneficiary  Ombudsman  shall  be  ap- 

6  pointed  for  a  term  of  five  years,  except  that  the  individual 

7  first  appointed  to  the  Office  of  Beneficiary  Ombudsman 

8  shall  be  appointed  for  a  term  ending  September  30,  1995. 

9  An  individual  appointed  to  a  term  of  office  as  Beneficiary 

10  Ombudsman  after  the  commencement  of  such  term  may 

11  serve  under  such  appointment  only  for  the  remainder  of 

12  such  term.  An  individual  may,  at  the  request  of  the  Chair- 

13  person  of  the  Board,  serve  as  Beneficiary  Ombudsman 

14  after  the  expiration  of  his  or  her  term  for  not  more  than 

15  one  year  until  his  or  her  successor  has  taken  office.  An 

16  individual  may  be  appointed  as  Beneficiary  Ombudsman 

17  for  additional  terms. 

18  "(B)  An  individual  may  be  removed  from  the  office 

19  of  Beneficiary  Ombudsman  before  completion  of  his  or  her 

20  term  only  for  cause  found  by  the  Board. 

21  "(3)  The  Beneficiary  Ombudsman  shall  be  compen- 

22  sated  at  the  rate  provided  for  level  V  of  the  Executive 

23  Schedule. 

24  "(4)  The  duties  of  the  Beneficiary  Ombudsman  are 

25  as  follows: 
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1  "(A)  to  represent  within  the  Administration's 

2  decisionmaking  process  the  interests  and  concerns  of 

3  beneficiaries  under  the  old-age,  survivors,  and  dis- 

4  ability  insurance  program  under  title  II  and  the  sup- 

5  plemental  security  income  program  under  title  XVI; 

6  "(B)  to  review  the  Administration's  policies  and 

7  procedures  for  possible  adverse  effects  on  such  bene- 

8  ficiaries; 

9  "(C)  to  recommend  within  the  Administration's 

10  decisionmaking  process  changes  in  policies  which 

1 1  have  caused  problems  for  such  beneficiaries; 

12  "(D)  to  help  resolve  the  problems  under  such 

13  programs  of  individual  beneficiaries  in  unusual  or 

14  difficult  circumstances,  as  determined  by  the  Admin- 

15  istration;  and 

16  "(E)  to  represent  within  the  Administration's 

17  decisionmaking  process  the  views  of  beneficiaries  in 

18  the  design  of  forms  and  the  issuance  of  instructions. 

19  "(5)  The  Board  shall  assure  that  the  Office  of  the 


20  Beneficiary  Ombudsman  has  staff  sufficient  to  enable  the 

21  Beneficiary  Ombudsman  to  efficiently  carry  out  his  or  her 

22  duties.  Such  staff  shall  be  located  in  the  regional  offices, 

23  program  centers,  and  central  office  of  the  Administration. 
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1  "(6)  The  annual  report  of  the  Board  under  section 

2  704  shall  include  a  description  of  the  activities  of  the  Ben- 

3  eficiary  Ombudsman. 

4  "Administrative  Law  Judge 

5  "(g)(1)  There  shall  be  in  the  Administration  an  Of- 

6  fice  of  the  Chief  Administrative  Law  Judge,  who  shall  be 

7  appointed  by  the  Board.  The  duty  of  the  Chief  Adminis- 

8  trative  Law  Judge  shall  be  to  administer  the  affairs  of 

9  the  administrative  law  judges  serving  in  the  Administra- 

10  tion  in  a  manner  so  as  to  ensure  that  hearings  and  other 

1 1  business  are  conducted  by  the  administrative  law  judges 

12  in  accordance  with  applicable  law  and  regulations. 

13  "(2)  The  Chief  Administrative  Law  Judge  shall  re- 

14  port  directly  to  the  Board.". 

15  (b)  Conforming  Amendments  Relating  to  Com- 

16  position  of  Board  of  Trustees  of  OASDI  Trust 

17  Funds.— Section  201(c)  of  such  Act  (42  U.S.C.  401(c)) 

18  is  amended — 

19  (1)  in  the  first  sentence,  by  striking  "shall  be 

20  composed  of  and  all  that  follows  down  through  "ex 

21  officio"  and  inserting  the  following:  "shall  be  com- 

22  posed  of  the  members  of  the  Social  Security  Board, 

23  the  Secretary  of  Health  and  Human  Services,  all  ex 

24  officio"; 

I  -. 
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1  (2)  by  inserting  after  the  first  sentence  the  fol- 

2  lowing  new  sentence:  "The  Chairperson  of  the  Social 

3  Security  Board  shall  be  the  Chairperson  of  the 

4  Board  of  Trustees.";  and 

5  (3)  by  striking  "Commissioner  of  Social  Securi- 

6  ty"  and  inserting  "Executive  Director  of  the  Social 

7  Security  Administration" . 

8  (c)  Interim  Authority  of  the  Commissioner. — 

9  The  President  shall  nominate  for  appointment  the  initial 

10  members  of  the  Social  Security  Board  not  later  than  April 

11  1,  1992.  In  the  event  that,  as  of  July  1,  1992,  all  members 

12  of  the  Social  Security  Board  have  not  entered  upon  office, 

13  until  all  members  of  the  Board  have  entered  upon  office, 

14  the  officer  serving  on  July  1,  1992,  as  Commissioner  of 

15  Social  Security  in  the  Department  of  Health  and  Human 

16  Services  (or  Acting  Commissioner,  if  applicable),  or  such 

17  officer's  successor,  shall,  while  continuing  to  serve  as  Com- 

18  missioner  of  Social  Security  (or  Acting  Commissioner)  in 

19  such  Department,  serve  as  head  of  the  Social  Security  Ad- 

20  ministration  established  under  section  701  of  the  Social 

21  Security  Act  (as  amended  by  this  title)  and  shall  assume 

22  the  powers  and  duties  of  such  Board  and  of  the  Executive 

23  Director  under  such  Act  (as  amended  by  this  title). 
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1  SEC.  303.  PERSONNEL;  BUDGETARY  MATTERS;  FACILITIES; 

2  AND  PROCUREMENT;  SEAL  OF  OFFICE. 

3  (a)  In  General. — Section  703  of  the  Social  Security 

4  Act  (42  U.S. C.  903)  is  amended  to  read  as  follows: 

5  "ADMINISTRATIVE  DUTIES  OF  THE  SOCIAL  SECURITY 

6  BOARD 

7  "Personnel 

8  "Sec.  703.  (a)(1)  The  Social  Security  Board  shall 

9  appoint  such  additional  officers  and  employees  as  it  con- 

10  siders  necessary  to  cany  out  its  functions.  Except  as  oth- 

1 1  erwise  provided  in  any  other  provision  of  law,  such  officers 

12  and  employees  shall  be  appointed,  and  their  compensation 

13  shall  be  fixed,  in  accordance  with  title  5,  United  States 

14  Code. 

15  "(2)  The  Board  may  procure  the  services  of  experts 

16  and  consultants  in  accordance  with  the  provisions  of  sec- 

17  tion  3109  of  title  5,  United  States  Code. 

18  "(3)  The  Director  of  the  Office  of  Personnel  Manage- 

19  ment  shall  authorize  for  the  Administration  a  total  num- 

20  ber  of  Senior  Executive  Service  positions  which  is  greater 

21  than  the  number  of  such  positions  authorized  in  the  Social 

22  Security  Administration  in  the  Department  of  Health  and 

23  Human  Services  as  of  immediately  before  the  date  of  the 

24  enactment  of  the  Social  Security  Trust  Fund  Integrity 

25  and  Benefits  Improvement  Act  of  1991,  to  the  extent  that 

26  the  greater  number  of  such  authorized  positions  is  speci- 
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1  fied  in  the  comprehensive  workforce  plan  as  established 

2  and  revised  by  the  Board  under  subsection  (b)(1).  The 

3  total  number  of  such  positions  authorized  for  the  Adminis- 

4  tration  pursuant  to  such  section  3133  shall  not  at  any 

5  time  be  less  than  the  number  of  such  authorized  positions 

6  as  of  immediately  before  such  date. 

"(4)  In  addition  to  the  positions  of  the  Administra- 

8  tion  in  the  Executive  Schedule  specified  in  section  702, 

9  the  Administration  is  authorized  six  additional  positions 

10  at  level  IV  of  the  Executive  Schedule  and  six  additional 

1 1  positions  at  level  V  of  the  Executive  Schedule. 

12  "Budgetary  Matters 

13  "(b)(1)  Appropriations  requests  for  staffing  and  per- 

14  sonnel  of  the  Administration  shall  be  based  upon  a  com- 

15  prehensive  workforce  plan,  which  shall  be  established  and 

16  revised  from  time  to  time  by  the  Board.  The  entire  amount 

17  of  appropriations  provided  for  the  administrative  costs  of 

18  the  Administration  shall  be  apportioned  in  the  time  period 

19  provided  in  title  31,  United  States  Code,  for  apportion- 

20  ment  and  shall  be  apportioned  for  the  entire  period  of 

21  availability  without  restriction  or  deduction  by  the  appor- 

22  tioning  officer  or  employee  of  the  Office  of  Management 

23  and  Budget  or  any  other  entity  within  the  executive 

24  branch  of  the  Federal  Government,  except  as  otherwise 

25  provided  in  this  subsection. 
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1  "(2)  The  report  submitted  pursuant  to  section  704 

2  shall  include  a  section  reflecting  the  use  of  budget  author- 

3  ity  provided  to  the  Administration  by  quarters. 

4  "(3) (A)  The  authority  of  the  Administration  for  fa- 

5  cilities  construction,  and  any  authority  of  the  Administra- 

6  tion  for  automated  data  processing  procurement  which  is 

7  delegated  thereto,  shall  be  provided  in  the  form  of  contract 

8  authority  covering  the  total  costs  thereof,  to  be  available 

9  until  expended. 

10  "(B)  Amounts  necessary  for  the  liquidation  of  con- 

11  tract  authority  provided  pursuant  to  this  paragraph  are 

12  hereby  made  available  from  the  Federal  Old- Age  and  Sur- 

13  vivors  Insurance  Trust  Fund  and  the  Federal  Disability 

14  Insurance  Trust  Fund  to  the  extent  that  the  Board,  with 

15  the  concurrence  of  the  Secretary  of  the  Treasury,  deter- 

16  mines  that  such  amounts  are  not  necessary  to  meet  the 

17  current  obligations  for  benefit  payments  from  the  Trust 

18  Funds. 

19  "(C)  Funds  appropriated  for  the  Administration  to 

20  be  available  on  a  contingency  basis  shall  be  apportioned 

21  only  upon  the  occurrence  of  the  stipulated  contingency,  as 

22  determined  by  the  Board  and  reported  to  each  House  of 

23  the  Congress. 
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1  "Seal  of  Office 

2  "(c)  The  Board  shall  cause  a  seal  of  office  to  be  made 

3  for  the  Administration  of  such  design  as  the  Board  shall 

4  approve.  Judicial  notice  shall  be  taken  of  such  seal.". 

5  (b)  Demonstration  Projects  Relating  to  Per- 

6  SONNEL  Matters. — As  soon  as  practicable  after  June  30, 

7  1992,  the  Social  Security  Board  and  the  Director  of  the 

8  Office  of  Personnel  Management  shall  jointly  implement 

9  one  or  more  demonstration  projects  under  this  subsection. 

10  For  purposes  of  such  demonstration  projects,  all  authority 

11  and  functions  of  the  Office  of  Personnel  Management 

12  under  section  4703  of  title  5,  United  States  Code  (relating 

13  to  demonstration  projects),  to  the  extent  such  section  re- 

14  lates  to  personnel  or  positions  in  the  Administration,  shall 

15  be  exercised  exclusively  by  the  Board,  and  any  limitations 

16  provided  in  such  section  4703  on  such  authority  and  func- 

17  tions  shall  apply  to  the  Board.  Under  each  such  project, 

18  for  the  period  of  its  duration — 

19  (1)  the  Board  may  appoint,  without  regard  to 

20  the  provisions  of  title  5,  United  States  Code,  govern- 

21  ing  appointments  in  the  competitive  service,  such 

22  technical  and  professional  employees  as  the  Board 

23  considers  appropriate  whose  compensation  may  be 

24  fixed  by  the  Board  without  regard  to  the  provisions 

25  of  chapter  51  and  subchapter  III  of  chapter  53  of 

•flft  2838  IH 


41 


38 

1  such  title  relating  to  classification  and  General 

2  Schedule  pay  rates,  except  that  such  employees  may 

3  not  be  paid  at  a  rate  in  excess  of  the  rate  payable 

4  for  level  IV  of  the  Executive  Schedule,  and 

5  (2)  the  Director  shall  delegate  to  the  Board 

6  (pursuant  to  section  1104  of  title  5,  United  States 
Code,  and  subject  to  applicable  limitations  under 

8  such  title  relating  to  delegations  under  such  section) 

9  functions  relating  to — 

10  (A)  recruitment  and  examination  programs 

1 1  for  entry  level  employees,  and 

12  (B)  classification  and  standards  develop- 

13  ment  systems  and  pay  ranges  for  those  job  cat- 

14  egories  identified  by  the  Board  in  assuming 

15  such  delegation. 


16  The  Social  Security  Board  shall  ensure  that  the  require- 

17  ments  of  subsections  (f)  and  (g)  of  section  4703  of  title 

18  5.  United  States  Code,  are  met  in  connection  with  any 

19  demonstration  project  implemented  pursuant  to  this  sub- 

20  section.  The  Board  shall  report  annually  to  the  Committee 

21  on  Ways  and  Means  of  the  House  of  Representatives  and 

22  the  Committee  on  Finance  of  the  Senate  on  the  demon- 

23  stration  projects  undertaken  by  the  Board  pursuant  to 

24  this  subsection.  The  Comptroller  General  of  the  United 

25  States  shall  report  to  the  Committee  on  Ways  and  Means 
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1  of  the  House  of  Representatives  and  the  Committee  on 

2  Finance  of  the  Senate  concerning  such  demonstration 

3  projects,  together  with  any  recommendations,  not  later 

4  than  June  30,  1996.  Such  report  by  the  Comptroller  Gen- 

5  eral  shall  include  an  evaluation  of  the  readiness  of  the 

6  Board  to  assume  permanent  and  full  authority  over  the 

7  functions  described  in  paragraphs  (1)  and  (2). 

8  (c)  Demonstration  Projects  Relating  to  Del- 

9  egations  From  Administrator  of  General  Serv- 

10  ICES. — As  soon  practicable  after  June  30,  1992,  the  Social 

1 1  Security  Board  and  the  Administrator  of  General  Services 

12  shall  jointly   implement   one   or   more  demonstration 

13  projects  under  this  subsection.  Under  each  such  project, 

14  for  the  period  of  its  duration,  the  Board  shall  have  all 

15  authorities  permitted  to  be  delegated  under  title  II  of  the 

16  Federal  Property  and  Administrative  Services  Act  of  1949 

17  relating  to  the  acquisition,  operation,  and  maintenance  of 

18  the  facilities  needed  for  the  administration  of  programs 

19  for  which  the  Board  is  given  responsibility  under  the  So- 

20  cial  Security  Act,  except  that  nothing  in  this  subsection 

21  shall  be  construed  to  require  delegation  under  any  such 

22  demonstration  project  of — 

23  (1)  any  authority  under  section  110  or  111  of 

24  the  Federal  Property  and  Administrative  Services 

25  Act  of  1949  (40  U.S.C.  757,  759),  "relating  to  the 
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1  lease,  purchase,  or  maintenance  of  telecommunica- 

2  tions  equipment  and  services,  automated  data  proc- 

3  essing  equipment  and  services,  and  other  informa- 

4  tion  technology  resources,  or 

5  (2)  any  authority  to  contract  for  telecommuni- 

6  cations  equipment  and  services,   automated  data 

7  processing  equipment  and  services,  and  other  infor- 

8  mation  technology  resources. 

9  The  Comptroller  General  of  the  United  States  shall  report 

10  to  the  Committee  on  Ways  and  Means  of  the  House  of 

11  Representatives  and  the  Committee  on  Finance  of  the 

12  Senate  concerning  such  demonstration  projects,  together 

13  with  any  recommendations,  not  later  than  June  30,  1996. 

14  Such  report  shall  include  an  evaluation  of  the  readiness 

15  of  the  Board  to  assume  permanent  and  full  authority  over 

16  the  functions  described  in  paragraphs  (1)  and  (2). 

17  SEC.  304.  TRANSFERS  TO  THE  NEW  SOCIAL  SECURITY  AD- 

18  MINISTRATION. 

19  (a)  Functions. — There  are  transferred  to  the  Social 

20  Security  Administration  all  functions  carried  out  by  the 

21  Secretary  of  Health  and  Human  Services  with  respect  to 

22  the  programs  and  activities  the  administration  of  which 

23  is  vested  in  the  Social  Security  Administration  by  reason 

24  of  this  title  and  the  amendments  made  thereby.  The  Social 

25  Security  Board  shall  allocate  such  functions  in  accordance 

r  •-. 
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1  with  sections  701,  702,  and  703  of  the  Social  Security 

2  Act  (as  amended  by  this  title). 

3  (b)  Personnel,  Assets,  Etc. — (1)  There  are  trans- 

4  ferred  from  the  Department  of  Health  and  Human  Serv- 

5  ices  to  the  Social  Security  Administration,  for  appropriate 

6  allocation  by  the  Social  Security  Board  in  the  Social  Secu- 

7  rity  Administration — 

8  (A)  the  personnel  (other  than  administrative 

9  law  judges)  employed  in  connection  with  the  func- 

10  tions  transferred  by  this  title  and  the  amendments 

11  made  thereby,  as  considered  appropriate  by  the 

12  Board  in  consultation  with  the  Secretary  of  Health 

13  and  Human  Services, 

14  (B)  such  number  of  administrative  law  judges 

15  as  are  necessary  to  carry  out  the  functions  trans- 

16  ferred  by  this  title  and  the  amendments  made  there- 

17  by,  as  determined  by  the  Board  in  consultation  with 

18  the  Secretary  of  Health  and  Human  Services,  and 

19  (C)  the  assets,  liabilities,  contracts,  property, 

20  records,  and  unexpended  balance  of  appropriations, 

21  authorizations,   allocations,   and  other  funds  em- 

22  ployed,  held,  or  used  in  connection  with  such  func- 

23  tions,  arising  from  such  functions,  or  available,  or  to 

24  be  made  available,  in  connection  with  such  functions. 

'      »HR  2838  IH 


45 


42 

1  (2)  Unexpended  funds  transferred  pursuant  to  this 

2  subsection  shall  be  used  only  for  the  purposes  for  which 

3  the  funds  were  originally  authorized  and  appropriated. 

4  (3)  The  Secretary  of  Health  and  Human  Services 

5  shall  terminate — 

6  (A)  six  positions  in  the  Department  of  Health 

7  and  Human  Services  placed  in  level  IY  of  the  Execu- 

8  tive  Schedule  (or  equivalent  positions)  other  than  po- 

9  sitions  specifically  required  under  section  5315  of 

10  title  5,  United  States  Code,  or  any  other  provision 

11  of  law,  and 

12  (B)  six  positions  in  such  Department  placed  in 

13  level  V  of  the  Executive  Schedule  (or  equivalent  po- 

14  sitions)  other  than  positions  specifically  required 

15  under  section  5316  of  such  title  or  any  other  provi- 

16  sion  of  law. 

17  (4)  The  transfer  pursuant  to  this  section  of  full-time 

18  personnel  (except  special  Government  employees)  and 

19  part-time  personnel  holding  permanent  positions  shall  not 

20  cause  any  such  employees  to  be  separated  or  reduced  in 

21  grade  or  compensation  for  1  year  after  such  transfer  or 

22  July  1,  1992,  whichever  is  later. 

23  (c)  Abolishment  of  Office  of  Commissioner  in 

24  the  Department  of  Health  and  Human  Serv- 

25  ICES. — Effective  upon  the  entry  upon  office  ,  of  all  initial 
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1  members  of  the  Social  Security  Board  pursuant  to  section 

2  702  of  the  Social  Security  Act  (as  amended  by  this  title), 

3  the  position  of  Commissioner  of  Social  Security  in  the  De- 

4  partment  of  Health  and  Human  Services  is  abolished. 

5  SEC.  305.  TRANSITIONAL  RULES. 

6  (a)  Interim  Authority  for  Appointment  and 

7  Compensation. — At  any  time  on  or  after  the  date  of  the 

8  enactment  of  this  Act — 

9  (1)  an}^  of  the  officers  provided  for  in  section 

10  702  of  the  Social  Security  Act  (as  amended  by  this 

1 1  title)  may  enter  upon  office,  as  provided  in  such  sec- 

12  tion,  and 

13  (2)  the  Social  Security  Board,  upon  entry  upon 

14  office  of  all  of  the  members  thereof,  may  prescribe 

15  regulations  providing  for  the  orderly  transfer  of  pro- 

16  ceedings  before  the  Secretary  of  Health  and  Human 

17  Services  to  the  Social  Security  Board. 

18  Funds  available  to  any  official  or  component  of  the  De- 

19  partment  of  Health  and  Human  Services,  functions  of 

20  which  are  transferred  to  the  Social  Security  Board  or  the 

21  Social  Security  Administration  by  this  title,  may  be  used, 

22  with  the  approval  of  the  Director  of  the  Office  of  Manage- 

23  ment  and  Budget,  to  pay  the  compensation  and  expenses 

24  of  any  officer  entering  upon  office  pursuant  to  this  section 
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1  until  such  time  as  funds  for  that  purpose  are  otherwise 

2  available. 

3  (b)  Continuation  of  Orders,  Determinations, 

4  Rules,  Regulations,  Etc. — All  orders,  determinations, 

5  rules,  regulations,  permits,  contracts,  collective  bargaining 

6  agreements,  recognitions  of  labor  organizations,  certifi- 

7  cates,  licenses,  and  privileges — 

8  (1)  which  have  been  issued,  made,  promulgated, 

9  granted,  or  allowed  to  become  effective,  in  the  exer- 
10.  cise  of  functions  (A)  which  were  exercised  by  the 

1 1  Secretary  of  Health  and  Human  Services  (or  his  del- 

12  egate),  and  (B)  which  relate  to  functions  which,  by 

13  reason  of  this  title,  the  amendments  made  thereby, 

14  and  regulations  prescribed  thereunder,  are  vested  in 

15  the  Social  Security  Board,  and 

16  (2)  which  are  in  effect  immediately  before  Jui}^ 

17  1,  1992, 

1 8  shall  (to  the  extent  that  they  relate  to  functions  described 

19  in  paragraph  (1)(B)  continue  in  effect  according  to  their 

20  terms  until  modified,  terminated,  suspended,  set  aside,  or 

21  repealed,  in  accordance  with  law,  by  such  Board. 

22  (c)  Continuation  of  Proceedings. — The  provi- 

23  sions  of  this  title  (including  the  amendments  made  there- 

24  by)  shall  not  affect  any  proceeding  pending  before  the  Sec- 

25  retary  of  Health  and  Human  Services  immediately  before 
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1  July  1,  1992,  with  respect  to  functions  vested  (by  reason 

2  of  this  title,  the  amendments  made  thereby,  and  regula- 

3  tions  prescribed  thereunder)  in  the  Social  Security  Board, 

4  except  that  such  proceedings,  to  the  extent  that  they  relate 

5  to  such  functions,  shall  continue  before  such  Board.  Or- 

6  ders  shall  be  issued  under  any  such  proceeding,  appeals 

7  taken  therefrom,  and  payments  shall  be  made  pursuant 

8  to  such  orders,  in  like  manner  as  if  this  title  had  not  been 

9  enacted,  and  orders  issued  in  any  such  proceeding  shall 

10  continue  in  effect  until  modified,  terminated,  superseded, 

1 1  or  repealed  by  such  Board,  by  a  court  of  competent  juris- 

12  diction,  or  by  operation  of  law. 

13  (d)  Continuation  op  Suits— Except  as  provided 

14  in  this  subsection — 

15  (1)  the  provisions  of  this  title  shall  not  affect 

16  suits  commenced  prior  to  July  1,  1992;  and 

17  (2)  in  all  such  suits  proceedings  shall  be  had, 

18  appeals  taken,  and  judgments  rendered,  in  the  same 

19  manner  and  effect  as  if  this  title  had  not  been  en- 

20  acted.  No  cause  of  action,  and  no  suit,  action,  or 

21  other  proceeding  commenced  by  or  against  any  offi- 
cer in  his  official  capacity  as  an  officer  of  the  De- 

23  partment  of  Health  and  Human  Services,  shall  abate 

24  by  reason  of  the  enactment  of  this  title.  Causes  of 
action,  suits,  actions,  or  other  proceedings  may  be 
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1  asserted  by  or  against  the  United  States  and  the  So- 

2  cial  Security  Administration,  or  such  official  of  such 

3  Administration  as  may  be  appropriate,  and,  in  any 

4  litigation  pending  immediately  before  July  1,  1992, 

5  the  court  may  at  any  time,  on  its  own  motion  or 

6  that  of  a  party,  enter  an  order  which  will  give  effect 

7  to  the  provisions  of  this  subsection  (including,  where 

8  appropriate,  an  order  for  substitution  of  parties). 

9  (e)  Continuation  of  Penalties. — This  title  shall 

10  not  have  the  effect  of  releasing  or  extinguishing  any  crimi- 

1 1  nal  prosecution,  penalty,  forfeiture,  or  liability  incurred  as 

12  a  result  of  any  function  which  (by  reason  of  this  title), 

13  the  amendments  made  thereby,  and  regulations  prescribed 

14  thereunder)  is  vested  in  the  Social  Security  Board. 

15  (f)  JUDICIAL  Review. — Orders  and  actions  of  the 

16  Social  Security  Board  in  the  exercise  of  functions  vested 

17  in  such  Board  under  this  title  (and  the  amendments  made 

18  thereby)  shall  be  subject  to  judicial  review  to  the  same 

19  extent  and  in  the  same  manner  as  if  such  orders  had  been 

20  made  and  such  actions  had  been  taken  by  the  Secretary 

21  of  Health  and  Human  Services  in  the  exercise  of  such 

22  functions  immediately  before  July  1,  1992.  Any  statutory 

23  requirements  relating  to  notice,  hearings,  action  upon  the 

24  record,  or  administrative  review  that  apply  to  any  function 
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1  so  vested  in  such  Board  shall  continue  to  apply  to  the  ex- 

2  ercise  of  such  function  by  such  Board. 

3  (g)  Exercise  of  Functions. — In  the  exercise  of  the 

4  functions  vested  in  the  Social  Security  Board  under  this 

5  title,  the  amendments  made  thereby,  and  regulations  pre- 

6  scribed  thereunder,  such  Board  shall  have  the  same  au- 

7  thority  as  that  vested  in  the  Secretary  of  Health  and 

8  Human  Sendees  with  respect  to  the  exercise  of  such  func- 

9  tions  immediately  preceding  the  vesting  of  such  functions 

10  in  such  Board,  and  actions  of  such  Board  shall  have  the 

1 1  same  force  and  effect  as  when  exercised  by  such  Secretary. 

12  (h)  Operation  op  Transitional  Rules  in  the 

13  Event  op  Interim  Authority  in  the  Commission- 

14  er. — For  purposes  of  this  section,  in  any  case  in  which 

15  the  powers  and  duties  to  be  transferred  to  the  Social  Secu- 

16  rity  Board  are  transferred  to  the  Commissiner  of  Social 

17  Security  (or  acting  Commissioner)  in  the  Department  of 

18  Health  and  Human  Services  for  an  interim  period  pursu- 

19  ant  to  section  302(c),  the  preceding  provisions  of  this  sec- 

20  tion  shall  apply  with  respect  to  the  transfer  of  such  powers 

21  and  duties  to  and  from  such  Commissioner  (or  acting 

22  Commissioner)  pursuant  to  section  302(c)  in  the  same 

23  manner  and  to  the  same  extent  as  they  would  have  applied 

24  to  a  direct  transfer  from  the  Secretary  of  Health  and 


•HR  2838  IH 


51 


48 

1  Human  Services  to  the  Social  Security  Board  if  all  mem- 

2  bers  of  the  Board  had  entered  upon  office. 

3  SEC.  306.  EFFECTIVE  DATES. 

4  (a)  In  General.— Sections  301,  302(a),  303,  and 

5  304  of  this  Act  shall  take  effect  July  1,  1992. 

6  (b)  Exceptions. — Section  302(b)  of  this  Act  shall 

7  take  effect  upon  the  entry  upon  office  of  all  initial  mem- 

8  bers  of  the  Social  Secarnvv  Board.  Sections  302(c)  and 

9  305  of  this  Act  shall  take  effect  on  the  date  of  the  enact- 

10  ment  of  this  Act. 

11  (c)  New  Spending  Authority. — Any  new  spending 

12  authority  provided  by  this  subtitle  shall  be  effective  for 

13  any  fiscal  year  only  to  such  extent  or  in  such  amounts 

14  as  are  provided  in  advance  in  appropriation  Acts. 

15  Subtitle  B — Conforming  Amendments  and  Rules  of 

16  Construction 

17  SEC.  311.  AMENDMENTS  TO  TITLES  II  AND  XVI  OF  THE  SO- 

1 8  CIAL  SECURITY  ACT. 

19  (a)  In  General. — Title  II  of  the  Social  Security  Act 

20  (other  than  section  201,  section  218(d),  section  226,  sec- 

21  tion  226A,  and  section  231(c))  and  title  XVI  of  such  Act 

22  are  each  amended — 

23  (1)  by  striking,  wherever  it  appears  therein, 

24  "Secretary  of  Health  and  Human  Services"  and  in- 

25  serting  "Social  Security  Board"; 
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1  (2)  by  striking,  wherever  it  appears  therein, 

2  "Department  of  Health  and  Human  Services"  and 

3  inserting  "Social  Security  Administration"; 

4  (3)  by  striking,  wherever  it  appears  therein, 

5  "Department"  (but  only  if  it  is  not  immediately  suc- 

6  ceeded  by  the  words  "of  Health  and  Human  Serv- 

7  ices",  and  only  if  it  is  used  in  reference  to  the  De- 

8  partment  of  Health  and  Human  Services)  and  in- 

9  serting  "Administration"; 

10  (4)  by  striking,  wherever  it  appears  therein, 

1 1  each  of  the  following  words  (but,  in  the  case  of  any 

12  such  word  only  if  such  word  refers  to  the  Secretary 

13  of  Health  and  Human  Services):  "Secretary",  "Sec- 

14  retary's",  "his",  "him",  and  "he",  and  inserting  (in 

15  the  case  of  the  word  "Secretary")  "Social  Security 

16  Board",  (in  the  case  of  the  word  "Secretary's") 

17  "Board's",  (in  the  case  of  the  word  "his")  "the 

18  Board's",  (in  the  case  of  the  word  "him")  "the 

19  Board",  and  (in  the  case  of  the  word  "he")  "the 

20  Board";  and 

21  (5)  by  striking,  wherever  it  appears  therein, 
"Internal  Revenue  Code  of  1954"  and  inserting  "In- 

23  ternal  Revenue  Code  of  1986". 

24  (b)  Amendments  to  Section  218.— Section  218(d) 

25  of  such  Act  (42  U.S.C.  418(d))  is  amended  by  striking 
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1  "Secretary"  each  place  it  appears  in  paragraphs  (3)  and 

2  (7)  and  inserting  "Social  Security  Board". 

3  (c)  Amendments  to  Section  222. — Section  222(d) 

4  of  such  Act  (42  U.S.C.  422(d))  is  amended— 

5  (1)  in  the  last  sentence  of  paragraph  (1),  by 

6  striking  "Commissioner  of  Social  Security"  and  in- 

7  serting  "Executive  Director  of  the  Social  Security 

8  Administration";  and 

9  (2)  in  the  first  sentence  of  paragraph  (2),  by 

10  striking  "Commissioner  of  Social  Security"  and  in- 

11  serting  "Executive  Director  of  the  Social  Security 

12  Administration". 

13  (d)  Amendment  to  Section  231. — Section  231(c) 

14  of  such  Act  (42  U.S.C.  431(c))  is  amended  by  striking 

15  "Secretary  determines"  and  inserting  "Social  Securit}^ 

16  Board  and  the  Secretary  jointly  determine". 

17  (e)    Amendment    to    Section    1615. — Section 

18  1615(d)  of  such  Act  (422  U.S.C.  1832d(d))  is  amended 

19  by  striking  "Commissioner  of  Social  Security"  and  insert- 

20  ing  "Executive  Director  of  the  Social  Security  Administra- 

21  tion". 

22  SEC.  312.  OTHER  CONFORMING  AMENDMENTS. 

23  Title  VII  of  the  Social  Security  Act  is  amended — 

24  (1)  by  striking  section  704  (42  U.S.C.  904)  and 

25  inserting  the  following  new  section: 
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1  "REPORTS 

2  "Sec.  704.  The  Secretary  and  the  Social  Security 

3  Board  shall  make  full  reports  to  Congress,  within  120 

4  days  after  the  beginning  of  each  regular  session,  of  the 

5  administration  of  the  functions  with  which  they  are 

6  charged  under  this  Act.  In  addition  to  the  number  of  cop- 

7  ies  of  such  reports  authorized  by  other  law  to  be  printed, 

8  there  is  hereby  authorized  to  be  printed  not  more  than 

9  5,000  copies  of  each  such  report  for  use  by  the  Secretary 

10  and  Social  Security  Board  for  distribution  to  Members  of 

1 1  Congress  and  to  State  and  other  public  or  private  agencies 

12  or  organizations  participating  in  or  concerned  with  the 

13  programs  provided  for  in  this  Act."; 


14  (2)  in  section  709(b)(2)  (42  U.S.C.  910(b)(2)), 

15  b}^  striking  "(as  estimated  by  the  Secretary)"  and 

16  inserting  ",  as  estimated  by  the  Social  Security 

17  Board  or  the  Secretary  (whichever  administers  the 

18  program  involved),";  and 

19  (3)  by  adding  at  the  end  thereof  the  following 

20  new  section: 

21  "DUTIES  and  authority  op  secretary 

22  "Sec.  712.  (a)  The  Secretary  shall  perform  the  du- 


23  ties  imposed  upon  him  by  this  Act  and  shall  also  have  the 

24  duty  of  studying  and  making  recommendations  as  to  the 

25  most  effective  methods  of  providing  economic  security  and 

26  as  to  .legislation  and  matters  of  administrative  policy  con- 
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1  cerning  the  programs  administered  by  the  Secretary  and 

2  related  subjects;  except  that  nothing  in  this  section  shall 

3  be  construed  to  require  the  Secretary  to  make  studies  or 

4  recommendations  with  respect  to  programs  administered 

5  by  the  Social  Security  Administration. 

6  "(b)  The  Secretary  is  authorized  to  appoint  and  fix 

7  the  compensation  of  such  officers  and  employees,  and  to 

8  make  such  expenditures,  as  may  be  necessary  for  carrying 

9  out  the  Secretary's  functions  under  this  Act.  Appoint  - 

10  ments  of  attorneys  and  experts  may  be  made  without  re- 

1 1  gard  to  the  civil  service  laws.". 

12  SEC.  313.  RULES  OF  CONSTRUCTION. 

13  (a)  References  to  the  Department  of  Health 

14  and  Human  Services. — Whenever  any  reference  is  made 

15  in  any  provision  of  law  (other  than  this  title  or  a  provision 

16  of  law  amended  by  this  title),  regulation,  rale,  record, 

17  court  order,  or  other  document  to  the  Department  of 

18  Health  and  Human  Services  with  respect  to  such  Depart- 

19  ment's  functions  under  the  old-age,  survivors,  and  disabil- 

20  ity  insurance  program  under  title  II  of  the  Social  Security 

21  Act  or  the  supplemental  security  income  program  under 

22  title  XVI  of  such  Act,  such  reference  shall  be  considered 

23  a  reference  to  the  Social  Security  Administration. 

24  (b)  References  to  the  Secretary  of  Health 

25  AND  Human  Services. — Whenever  any  reference  is  made 
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1  in  any  provision  of  law  (other  than  this  title  or  a  provision 

2  of  law  amended  by  this  title),  regulation,  rule,  record, 

3  court  order,  or  other  document  to  the  Secretary  of  Health 

4  and  Human  Services  with  respect  to  such  Secretary's 

5  functions  under  such  programs,  such  reference  shall  be 

6  considered  a  reference  to  the  Social  Security  Board. 

(c)  References  to  Other  Officers  and  Em- 

8  PLOYEES. — Whenever  any  reference  is  made  in  any  provi- 

9  sion  of  law  (other  than  this  title  or  a  provision  of  law 

10  amended  b}^  this  title),  regulation,  rule,  record,  or  docu- 

1 1  ment  to  any  other  officer  or  employee  of  the  Department 

12  of  Health  and  Human  Services  with  respect  to  such  offi- 
13-  cer's  or  employee's  functions  under  such  programs,  such 

14  reference  shall  be  considered  a  reference  to  the  appropri- 

15  ate  officer  or  employee  of  the  Social  Security  Administra- 

16  tion. 

17  SEC.  314.  EFFECTIVE  DATES. 

18  (a)  In  General. — The  preceding  provisions  of  this 

19  subtitle  shall  take  effect  July  1,  1992. 

20  (b)  New  Spending  Authority. — Any  new  spending 

21  authority  provided  by  this  subtitle  shall  be  effective  for 

22  any  fiscal  year  only  to  such  extent  or  in  such  amounts 

23  as  are  provided  in  advance  in  appropriation  Acts. 
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Chairman  Jacobs.  The  subcommittee  will  convene. 

Today's  hearing  of  the  Social  Security  Subcommittee  of  the 
House  Ways  and  Means  Committee  is  on  the  subject  of  H.R.  2838, 
which  proposed  the  following  changes  in  the  Social  Security  pro- 
gram: (1)  improve  widows'  benefits  for  widows  who  are  under  65 
when  their  husbands  die;  (2)  increase  the  retirement  test  by  $3,000 
by  1993;  (3)  make  SSA  an  independent  agency;  (4)  remove  Social  Se- 
curity administrative  costs  from  the  budget;  (5)  require  a  GAO 
study  of  the  reasons  for  high  reversal  rates  in  the  disability  deter- 
mination process;  (6)  raise  the  FICA  exemption  for  election  work- 
ers; and  (7)  phase  in  a  modest  increase  in  the  wage  base — that  last 
one  comes  as  a  very  soft-sounding  phrase,  but  it  means  raise  taxes 
to  pay  for  the  preceding  six. 

Having  said  that,  we  will  call  on  the  cochairman  of  the  commit- 
tee, Mr.  Bunning,  of  Kentucky,  home  of  my  mother's  birth,  to 
make  an  opening  statement. 

Mr.  Bunning.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  H.R.  2838,  the  Social  Security  Trust  Fund  Integri- 
ty Act,  is  a  major  piece  of  legislation  and  it  corrects  and  addresses 
a  number  of  issues  that  Members  on  my  side  of  the  aisle  have  been 
concerned  about  for  a  long  time.  Unfortunately,  when  viewed  as  a 
whole,  it  is  a  bill  that  is  difficult  for  me  to  support. 

The  most  costly  provision  of  the  bill  is  the  expansion  of  the  bene- 
fits afforded  to  widows  and  widowers.  Less  than  half  of  all  widows 
benefit  from  the  changes  in  the  benefit  formula.  Worse  yet,  only  32 
percent  of  the  oldest  and  poorest  widows  and  widowers,  those  over 
80  years  old,  derive  any  help  from  the  bill  at  all. 

Yet,  the  bill  costs  us  a  $3,000  increase  in  the  wage  base  subjected 
to  Social  Security  taxes.  Granted,  the  carrot  in  the  bill  is  the  very 
modest  increase  in  the  age  65  retirement  earnings  test.  However,  I 
do  not  think  a  $3,000  increase  over  2  years  is  enough  to  offset  the 
12.4-percent  increase  in  payroll  taxes  that  employers  and  some  em- 
ployees must  share. 

And  while  I  am  not  opposed  to  making  SSA  independent  from 
HHS,  I  am  concerned  about  the  proposed  administrative  structure 
of  SSA.  I  find  it  unlikely  that  a  three-member  board  can  adminis- 
ter as  responsibly  or  as  effectively  as  a  single  administrator.  Or,  to 
put  it  more  bluntly,  would  Congress  find  it  possible  to  hold  any  one 
member  of  a  board  of  directors  as  accountable  as  one  CEO? 

While  other  provisions  in  the  bill  are  more  acceptable,  I  am 
afraid  I  will  not  be  able  to  support  H.R.  2838,  as  introduced. 

Thank  you,  Mr.  Chairman. 

Chairman  Jacobs.  Thank  you,  Mr.  Bunning. 

One  observation  I  think  I  am  obliged  to  make  for  the  record  is 
that  the  independent  agency  provision,  as  I  understand  it,  is  not  to 
have  a  three-member  board  administer  the  Social  Security  system. 
A  three-member  board  would  be  a  quasi-legislative  board  to  make 
the  rules.  One  individual,  as  is  the  case  now,  would  continue  to  be 
the  administrator  or  administratrix  under  the  terms  of  the  legisla- 
tion, for  clarification. 

Mr.  Bunning.  Thank  you  very  much. 

Chairman  Jacobs.  Our  first  witness  is  not  here,  and  that  is  the 
chairman  of  the  full  committee,  Dan  Rostenkowski,  of  Illinois.  He 
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has  asked  that  his  statement  be  entered  in  the  record,  and,  without 
objection,  that  will  be  done. 

[The  statement  of  Chairman  Rostenkowski  follows:] 

Testimony  of  Dan  Rostenkowski,  Chairman, 
Committee  on  Ways  and  Means 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  pleased 
that  the  Subcommittee  is  holding  this  hearing  today  on  H.R. 
2838.     I  introduced  this  legislation,  together  with  the 
distinguished  Chairman  of  this  Subcommittee  and  many  of  its 
Members,   in  order  to  make  life  a  bit  more  comfortable  for 
thousands  of  senior  citizens  who  depend  on  the  social  security 
program. 

H.R.  2838  would  make  several  important  changes  in  the 
social  security  program  which  will  both  improve  social  security 
benefits  and  assure  the  integrity  of  the  social  security  trust 
fund.     For  some  time  now,   senior  citizens  have  been  telling  us 
that  they  would  like  to  be  able  to  earn  a  few  extra  dollars 
without  forfeiting  a  portion  of  their  social  security  check. 
This  bill  would  raise  the  earnings  exemption  for  senior  citizens 
by  $3,000  —  to  $13,680  in  1993.     This  would  increase  the  social 
security  benefit  of  a  working  senior  citizen  earning  $20,000  a 
year  by  $1,000  a  year. 

In  addition  to  helping  those  senior  citizens  who  work,  this 
legislation  will  make  life  a  little  easier  for  widows.  This 
Subcommittee  has  held  hearings  in  the  past  on  the  plight  of  the 
oldest  and  poorest  social  security  beneficiaries.     Among  the 
poorest  social  security  beneficiaries  are  older  women  living 
alone.     These  are  likely  to  be  women  who  were  widowed  at  a  time 
when  they  were  too  old  to  enter  the  labor  force,   and  yet  young 
enough  to  face  many  decades  of  widowhood.     As  a  conseguence  of 
living  alone  for  many  years,  these  widows  may  deplete  their 
resources  and  be  left  with  social  security  as  their  sole  source 
of  income. 

To  assist  these  widows,  H.R.  2838  would  modestly  increase 
benefit  levels  for  widows  whose  spouses  die  before  the  widow 
reaches  age  65.     This  would  include  disabled  as  well  as 
non-disabled  widows.     Also,  the  bill  would  eliminate  the 
arbitrary  rule  which  requires  that  a  widow  become  disabled 
within  seven  years  of  her  husband's  death  to  be  eligible  for 
disabled  widow's  benefits. 

In  addition  to  these  important  benefit  improvements, 
H.R.  2838  includes  several  provisions  to  ensure  the  integrity  of 
the  social  security  system.     The  American  public  has  a  right  to 
expect  that  their  social  security  tax  dollars  will  be  spent  for 
the  purposes  for  which  they  were  intended.     Thus,  the 
legislation  amends  last  year's  budget  law  to  clarify  that  social 
security  administrative  costs  —  like  social  security  benefit 
costs  —  are  off  budget.     I  am  pleased  that  the  Committee  on 
Government  Operations  has  approved  legislation  —  since  the 
introduction  of  this  bill  —  taking  social  security 
administrative  costs  off  budget.     That  legislation  is  currently 
pending  in  the  Committee  on  Rules. 

H.R.   2838  also  establishes  the  Social  Security 
Administration  as  an  independent  agency  governed  by  a 
three-member,  bipartisan  board.     This  would  enhance  stability  in 
the  agency  and  insulate  it  from  short-term  political  pressures. 
Together,  these  changes  ought  to  go  a  considerable  way  toward 
improving  the  efficiency  of  the  Social  Security  Administration. 
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As  you  know,  Mr.  Chairman,  we  issued  a  "report  card"  on  the 
Social  Security  Administration  earlier  this  year.     The  agency 
scored  high  marks  in  many  areas,   but  it  failed  miserably  in  the 
area  of  disability.     In  this  bill,   I  have  asked  the  General 
Accounting  Office  to  tell  us  why  administrative  law  judges 
reverse  two-thirds  of  the  disability  decisions  that  come  to  them 
on  appeal.     This  high  rate  of  reversal  is  surely  a  sign  that 
there  is  something  seriously  wrong  with  the  present  disability 
appeals  process. 

The  changes  suggested  in  H.R.  283  8  are  important  and 
constructive,  but,  under  the  new  budget  law,  they  must  be  paid 
for.     All  changes  in  the  social  security  program  must  be 
financed  on  a  pay-as-you-go  basis.     Thus,  the  bill  would 
phase-in  a  $3,000  increase  in  the  social  security  wage  base  by 
the  year  1996  —  from  a  projected  wage  base  of  $69,600  to  a 
projected  $72,600  in  that  year.     Over  the  last  several  years, 
the  proportion  of  wages  covered  by  the  social  security  payroll 
tax  has  declined,  as  the  wages  of  upper-income  individuals  have 
risen  faster  than  the  wages  of  the  middle  class.     This  modest 
increase  in  the  wage  base  would  help  move  the  amount  of  wages 
covered  by  the  payroll  tax  back  toward  the  levels  which 
prevailed  in  the  early  1980 's. 

Mr.  Chairman,   improving  the  lives  of  senior  citizens  and 
increasing  everyone's  confidence  in  the  integrity  of  the  social 
security  system  are  important  goals  of  this  legislation.     I  hope 
the  changes  I  have  suggested  here  will  be  enthusiastically 
embraced  by  my  colleagues  and  the  Administration. 
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Chairman  Jacobs.  We  are  very  pleased  again  to  have  our  friend, 
Louis  Enoff,  from  the  Social  Security  Administration,  who  will  be 
the  first  live  witness. 

STATEMENT  OF  LOUIS  D.  ENOFF,  PRINCIPAL  DEPUTY  COMMIS- 
SIONER, SOCIAL  SECURITY  ADMINISTRATION,  U.S.  DEPART- 
MENT  OF  HEALTH  AND  HUMAN  SERVICES 

Mr.  Enoff.  It  is  good  to  be  here,  as  always,  Mr.  Chairman. 

I  am  pleased  to  have  the  opportunity  to  join  you  today  and  dis- 
cuss the  merits  of  this  legislation,  H.R.  2838,  because  this  bill  is  so 
broad  in  its  scope  and  contains  more  significant  provisions  than  I 
can  adequately  address  in  the  time  we  have  this  morning.  With 
your  permission,  I  would  like  to  submit  a  separate  written  state- 
ment for  the  record. 

Chairman  Jacobs.  Without  objection,  it  will  be  made  a  part  of 
the  record. 

Mr.  Enoff.  Commissioner  King  had  intended  to  deliver  this  testi- 
mony this  morning,  but  as  I  think  you  are  aware,  Mr.  Chairman,  a 
situation  developed  last  week  at  our  SSA  facility  in  Richmond, 
Calif.,  that  affects  the  health  and  safety  of  our  employees  there, 
and  the  Commissioner  felt  it  was  necessary  to  be  on  hand  at  that 
facility,  to  meet  with  the  onsite  environmental  specialist.  In  fact,  at 
9  o'clock  this  morning,  she  will  be  meeting  with  all  of  our  employ- 
ees out  there. 

One  of  the  things  Commissioner  King  wanted  to  do  this  morning, 
and  I  certainly  wish  to  do,  as  well,  is  to  commend  you  and  Chair- 
man Rostenkowski  for  authoring  H.R.  2838  and  extend  the  compli- 
ment to  the  other  cosponsors  of  the  bill.  We  warmly  welcome  an 
instrument  that  advances  and  promotes  productive,  reasonable 
public  discourse  on  a  program  as  critically  important  to  the  Na- 
tion's well-being  as  the  Social  Security  program. 

This  legislation  stimulates  discussion  on  a  number  of  issues  that 
we  at  the  Social  Security  Administration  have  been  examining  as 
well — the  benefit  structure  for  widows  and  widowers,  the  ability  of 
older  Americans  to  participate  in  the  workplace,  and  the  effective- 
ness of  the  disability  determination  process.  These  are  topics  de- 
serving of  national  attention,  and  the  bill's  sponsors  and  cosponsors 
deserve  our  thanks  for  bringing  them  to  the  forefront. 

We  do  have  concerns,  Mr.  Chairman,  as  you  might  anticipate, 
about  specific  provisions  of  H.R.  2838.  This  morning,  I  would  like  to 
address  our  two  most  significant  concerns,  regarding  the  independ- 
ent agency  and  the  wage  base  expansion  aspects  of  the  legislation. 

Whether  the  Social  Security  Administration  should  be  an  inde- 
pendent agency  is  an  ongoing  debate.  There  are  two  rationales 
most  frequently  used  to  advance  this  proposition.  One  is  that  inde- 
pendent status  would  insulate  the  program  from  political  and 
budgetary  pressures.  The  second  is  that  it  would  improve  the  qual- 
ity of  service  that  the  agency  provides. 

We  believe  that  the  first  rationale  is  obsolete.  By  creating  the  ap- 
pointment of  two  public  trustees,  by  removing  the  Social  Security 
trust  funds  from  the  calculation  of  budget  deficits,  and  by  enacting 
the  '  'firewall"  concept  that  Chairman  Rostenkowski  introduced  in 
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1989,  Congress  has  already  taken  specific  steps  to  protect  the  Social 
Security  trust  funds  from  political  and  budgetary  pressures. 

As  to  service  quality,  SSA's  performance  in  most  areas  continues 
to  improve  from  even  a  few  years  ago.  Although  the  disability 
workloads  and  processing  times  have  grown,  as  you  know,  during 
this  economic  downturn,  technological  advances  have  helped  us 
eliminate  backlogs  and  provide  quicker,  more  accurate  and  more 
convenient  service  in  most  areas. 

That  service  would  be  undermined,  we  believe,  by  decoupling  the 
Social  Security  Administration  from  the  other  Department  of 
Health  and  Human  Service  programs  that  also  serve  Social  Securi- 
ty beneficiaries. 

Right  now,  we  have  service  integration,  or  "one-stop  service,"  for 
those  who  write,  call  or  visit  SSA  facilities  and  request  information 
about  Social  Security,  Medicare,  and  other  HHS  programs.  To  dis- 
rupt that  integration  will  make  it  more  difficult  for  older  Ameri- 
cans to  gain  access  to  vital  services,  and  that  can  have  significant 
consequences  for  many  vulnerable  individuals. 

The  wage  base  provisions  of  the  bill  are  also  of  concern,  Mr. 
Chairman,  because  an  increase  in  the  wage  base  is  a  tax  increase, 
in  this  case  a  significant  increase  that  will  amount  to  $7  billion 
over  the  next  5  years.  The  President  opposes  any  increase  in  taxes, 
and  because  this  bill  cannot  be  implemented  without  the  revenues 
generated  by  this  provision,  the  administration  must  oppose  the 
bill  as  a  whole. 

Mr.  Chairman,  I  have  to  take  this  opportunity  to  tell  you  that 
there  is  an  issue  that  has  a  very  significant  impact  on  the  quality 
of  service  the  Social  Security  Administration  provides,  and  it  really 
has  nothing  to  do  with  independent  agency  status,  wage  base  ex- 
pansion or  any  other  of  the  legislative  provisions  being  discussed 
today. 

The  most  critical  issue  that  we  in  SSA  face  today  is  not  where 
we  exist  within  the  government,  but  how  we  can  adequately  carry 
out  our  mission  without  adequate  funding.  The  President  requested 
$4,532  billion  for  our  administrative  expenses  in  fiscal  year  1992. 
That  was  a  budget  proposal  with  no  excesses,  no  extravagances,  no 
room  for  reduction  without  consequences  affecting  service. 

The  House  has  already  reduced  that  request  by  $50  million.  The 
Senate  has  reduced  it  by  over  $100  million.  I  know  that  this  is  not 
the  Appropriations  Committee  and  that  the  members  of  this  com- 
mittee have  always  been  understanding  and  supportive  of  our  mis- 
sion and  the  resources  needed  to  carry  out  that  mission. 

So,  Mr.  Chairman  and  Mr.  Running,  today  we  would  ask  that 
you  consider  our  needs  at  any  kinds  of  conferences  that  may  take 
place  on  the  appropriations  bill  that  is  before  you,  and  that  you 
keep  in  mind  our  needs  in  terms  of  maintaining  quality  service. 
We  appreciate  your  continued  support  in  that  area. 

I  thank  you  for  this  opportunity,  and  I  would  be  pleased  to  try 
and  answer  any  questions  that  you  may  have. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  LOUIS  D.  ENOFF,  PRINCIPAL  DEPUTY 
COMMISSONER,  SOCIAL  SECURITY  ADMINISTRATION,  U.S. 
DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Mr.   Chairman  and  Members  of  the  Subcommittee: 

We  are  pleased  to  have  the  opportunity  to  discuss  H.R.  2838,  "The 
Social  Security  Trust  Fund  Integrity  and  Benefits  Improvement  Act 
of  1991."    This  bill  would  exclude  the  old-age  survivors  and 
disability  insurance  program  (OASDI)  administrative  expenses  from 
the  domestic  discretionary  spending  cap,   increase  contributions 
to  the  Social  Security  Trust  Funds  by  increasing  the  maximum 
amount  of  the  wage  base,   increase  the  retirement  earnings  test 
exempt  amount,  convert  the  Social  Security  Administration  (SSA) 
to  an  independent  agency  in  the  executive  branch,  and  make  a 
number  of  other  changes.     We  will  discuss  first  the  independent 
agency  provision  and  then  each  of  the  other  provisions. 

Independent  Agency 

All  of  us  can  agree  that  the  goal  of  SSA  should  be  and  is  to 
provide  the  best  possible  service  to  the  American  public.  The 
critical  question  is  whether  making  SSA  an  independent  agency 
would  be  an  efficient  and  effective  means  of  attaining  this  goal. 
The  answer  to  that  question  is  clearly  "no."     I  must  also  remind 
the  committee  that  Secretary  Sullivan  has  stated  on  several 
occasions  that  he  would  recommend  the  President  veto  legislation 
containing  this  proposal.     In  addition,  the  Department  of  Justice 
has  serious  constitutional  concerns  about  this  provision  which 
will  be  addressed  separately  in  a  letter  to  the  committee. 

The  history  of  the  independent  agency  movement  over  the  last 
decade  indicates  that  two  objectives  are  intended — (1)  to 
insulate  the  Social  Security  program  from  possible  political  or 
budgetary  pressure,  and  (2)  to  improve  the  quality  of  service  the 
Agency  provides. 

However,  by  creating  the  requirement  for  the  appointment  of  two 
public  trustees,  removing  the  Social  Security  trust  funds  from 
the  calculation  of  budget  deficits,  and  enacting  the  "firewall" 
concept  that  Chairman  Rostenkowski  introduced  in  1989,  the 
Congress  has  taken  effective  steps  toward  its  goal  of  protecting 
the  trust  funds  from  political  and  budgetary  pressure. 

From  a  public  service  perspective,  SSA's  performance  overall 
continues  to  improve  from  even  a  few  years  ago.     With  the  help  of 
systems  modernization,  SSA  has  eliminated  most  backlogs  and  now 
provides  quicker,  more  accurate,  and  more  convenient  service. 
The  exception,  of  course,   is  that  disability  workloads  and 
processing  times  have  grown  during  the  economic  downturn. 

Moreover,   I  believe  that  the  dedicated  oversight  this 
subcommittee  and  others  have  exercised  in  recent  years  regarding 
SSA's  public  service  is  more  effective  in  assuring  that  SSA  focus 
its  energy  on  improving  public  service  than  any  other 
organizational  arrangement  could  be. 

Further,   coordination  with  other  HHS  programs  is  essential  to 
providing  improved  service.     Currently,   local  Social  Security 
offices  serve  as  "one  stop  service"  for  the  elderly.  Typically, 
Social  Security  beneficiaries  receive  information  regarding  the 
Medicare  program  through  their  local  Social  Security  office. 
These  offices  also  perform  outreach,  providing  local  community 
groups  with  opportunities  to  learn  about  Social  Security, 
Medicare  and  other  HHS  programs.     This  type  of  service 
integration  is  not  just  for  the  convenience  of  the  Social 
Security  Administration  and  our  sister  agencies  in  HHS,   it  is  for 
the  convenience  of  the  people  we  serve  every  day. 

The  vital  link  forged  between  SSA  and  other  HHS  agencies  will 
become  more  critical  in  the  future.     As  the  aging  of  the  baby- 
boom  generation  occurs,  more  policy  and  service  coordination 
between  the  agencies  will  be  necessary,   and  there  will  be  a 
growing  need  to  coordinate  the  benefits  provided  through  the 
OASDI  and  supplemental  security  income   (SSI)   programs  with  the 
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health  and  social  services  provided  through  other  parts  of  HHS, 
in  order  to  continue  to  provide  effective  and  efficient  service 
to  the  public. 

Of  course  there  are  additional  disadvantages  of  making  SSA 
independent.     First,  we  currently  have  a  voice — a  strong,  firm 
advocate's  voice — at  the  Cabinet  table.     As  an  Agency  standing 
alone,  we  would  be  poorer,  not  richer,  for  losing  that  voice. 
Finally,   in  establishing  SSA  as  an  "independent  agency"  with 
limited  executive  branch  accountability,   Section  301  of  the  bill 
would  impair  the  ability  of  the  President  to  hold  SSA  accountable 
for  the  effectiveness  with  which  it  carries  out  its  mission  in 
serving  the  American  people.     Moreover,   it  would  undermine  the 
President's  ability  to  develop  coherent  social  policies  for  the 
Nation. 

SSA  Administrative  Budget 

Another  section  of  H.R.   2838  would  specifically  exclude  the 
administrative  expenses  of  the  OASDI  program  from  the  domestic 
discretionary  budget  cap.     We  have  been  advised  by  0MB  that  this 
proposal  would  violate  the  terms  of  the  Budget  Enforcement  Act 
enacted  just  last  November.     Since  we  testified  at  the 
subcommittee's  hearing  on  this  subject  on  February  21  of  this 
year,  we  will  raise  only  two  important  points  today  for  your 
consideration  regarding  this  proposal.     The  first  is  that  the 
provision  has  the  potential  to  result  in  different  levels  of 
service  between  Medicare  and  SSI  beneficiaries  and  OASDI 
beneficiaries  because  over  40  percent  of  SSA's  administrative 
expenses  are  incurred  by  the  Medicare  and  SSI  programs,  both  of 
which  would  remain  subject  to  the  spending  cap  under  the  bill. 
Second,   the  provision  does  not  address  the  real  issue  regarding 
SSA's  administrative  budget,  which  is  whether  the  full  amount  the 
President  has  requested  to  maintain  public  service  will  be 
appropriated . 

Sources  of  Administrative  Funds 

As  you  know,   SSA's  Limitation  on  Administrative  Expenses  (LAE) 
account  is  funded  from  two  trust  fund  financed  programs — OASDI 
and  the  Medicare  hospital  and  supplementary  medical  insurance 
programs — as  well  as  from  the  SSI  appropriation  (which  is  a 
general  revenue  funded  appropriation  that  reimburses  the  old-age 
survivors  insurance   (OASI)   trust  fund  for  all  SSI-related 
administrative  costs) .     Because  SSA's  trust  fund  and  SSI  service 
delivery  mechanisms  are  so  integrated,  the  Congress  authorized 
this  mix  of  funding  sources  in  the  LAE  account.     This  mechanism 
supports  a  service  delivery  system  in  which,   on  a  given  day,  the 
same  individuals  are  able  to  do  business  with  SSA  involving  any 
combination  of  Social  Security,  Medicare  and  the  SSI  program. 
For  all  these  programs,   individuals  receive  the  same  level  of 
service.     We  believe  that  all  SSA  clients  should  continue  to  be 
served  equally. 

Accordingly,  the  debate  on  whether  or  not  Social  Security 
administrative  costs  should  fall  within  the  domestic 
discretionary  cap  should  take  into  consideration  that,  while  the 
trust  funds  that  support  the  Social  Security  program  are  off 
budget,   not  all  SSA  administrative  costs  are  financed  by  those 
trust  funds.     Only  57  percent  of  the  LAE  account  was  chargeable 
to  the  OASI  and  disability  insurance   (DI)   trust  funds  in  1990. 
The  remaining  43  percent  was  chargeable  to  the  Medicare  and  SSI 
programs,  both  of  which  are  on  budget  and  both  of  whose 
administrative  expenses  are  subject  to  the  domestic  discretionary 
budget  cap. 

It  is  vital  that  SSA's  administrative  account  be  viewed  and 
treated  as  a  single  entity.     While  funding  for  LAE  comes  from 
different  sources,  the  administrative  account  represents  a 
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carefully  crafted,  integrated  whole.     Subjecting  the  various 
portions  to  inconsistent  and  uncoordinated  rules  could 
potentially  create  problems  in  service  delivery.     A  person  who 
calls  Social  Security  with  a  Medicare  question  or  an  SSI  question 
should  receive  the  same  level  of  service  provided  to  a  visitor 
with  a  question  regarding  the  Social  Security  disability  or 
retirement  program. 

1992  Request  for  Administrative  Expenses 

As  we  understand  it,  the  reason  Congress  excluded  Social : Security 
benefits  from  the  new  spending  caps  was  to  protect  beneficiaries 
from  short-term  budgetary  pressures.     We  would  like  to  emphasize 
that  the  present  budgetary  treatment  of  administrative  expenses 
does  not  impinge  on  this  objective,  nor  on  our  service  to  those 
beneficiaries.     What  would  impinge  on  this  objective  would  be  a 
failure  to  enact  on  a  timely  basis  the  full  LAE  request  that  the 
President  submitted  for  FY  1992.     Any  reduction  of  our 
administrative  budget  or  delay  in  making  funds  available  impairs 
our  service  levels. 

For  FY  1992,   the  Administration  has  requested  $4,532  billion  for 
SSA's  LAE  account — an  increase  of  9  percent  over  FY  1991 — which 
compares  favorably  with  the  overall  increase  in  the  domestic 
discretionary  cap  of  6  percent.     This  reflects  SSA's  increased 
workloads  and  the  importance  the  President  and  the  Secretary  have 
placed  on  our  work.     To  avoid  impairing  SSA's  service,  it  is 
essential  that  the  full  amount  of  our  FY  1992  request  receive 
congressional  approval. 

Increase  in  Wage  Base 

In  order  to  finance  the  provisions  of  H.R.   2838  that  have  a  cost, 
the  bill  raises  the  amount  of  earnings  on  which  OASDI  taxes  would 
be  payable  from  $1,200  to  $3,000  in  each  of  the  next  5  years. 
There  are  two  serious  problems  with  this  proposal.     It  is  a  tax 
increase  of  over  $7  billion  through  FY  1996.     The  President's 
position  is  to  oppose  tax  increases  in  the  Social  Security  wage 
ceiling  and  we  support  that  position.     This  proposed  tax  increase 
will  affect  less  than  6  percent  of  all  workers  who  pay  Social 
Security  taxes — the  6  percent  with  the  highest  earnings.  The 
provision  represents  a  tax  increase  of  over  $7  billion  for 
7  l/2-million  workers.     Through  1996,  workers  whose  earnings 
exceed  the  taxable  maximum,   along  with  the  businesses  that  employ 
them,  would  pay  nearly  $1,200  more  in  taxes. 

A  Social  Security  tax  increase  for  only  this  one  group  of  workers 
will  shift  the  balance  of  responsibility  for  Social  Security 
financing.     While  the  wage  base  already  increases  by  law  each 
year,   it  increases  only  at  the  rate  wages  increase;  this  does  not 
change  the  current  balance.     By  increasing  the  wage  base, 
H.R.   2838  will  raise  future  OASDI  costs  since  benefit  levels  rise 
with  covered  taxable  income. 

The  Social  Security  program  has  enjoyed  widespread  support  from 
workers  at  all  income  levels  for  many  years.     The  basis  of  that 
support  is  the  belief  that  workers  get  a  fair  return  on  the 
Social  Security  taxes  they  pay.     But  some  higher-paid  workers 
have  been  questioning  that  belief,   and  increasing  the  base  as 
proposed  under  H.R.  2838  could  well  increase  their  doubts  and 
questions.     We  must  be  very  careful  not  to  disturb  the  financing 
balance  so  that  we  do  not  erode  the  high  level  of  support  for  the 
program. 

Earnings  Test  Exempt  Amount 

On  the  benefit  side,   the  bill  would  change  the  retirement 
earnings  test  for  persons  aged  65  to  69  by  increasing  the  annual 
exempt  amount  by  $1,200  for  1992  and  by  $3,000  for  1993  over  the 
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amounts  that  would  occur  under  present  law.     For  1994  and 
subsequent  years,  increases  in  the  exempt  amount  would  be 
determined  under  the  automatic  provisions  of  present  law.  This 
provision  is  estimated  to  cost  $3.1  billion  over  the  first 
5  years. 

We  share  the  concern  of  this  committee  about  the  effect  of  the 
earnings  test  on  beneficiaries  who  need  to  work  to  supplement 
their  incomes.     For  this  reason,  the  Administration  has  proposed 
to  increase  the  earnings  test  annual  exempt  amount  for  persons 
aged  65  to  69  by  $500  for  1992  and  by  $500  for  1993  over  the 
amounts  that  would  occur  under  present  law.     Our  proposal  would 
help  over  700,000  beneficiaries  keep  more  of  their  benefits,  at  a 
relatively  small  net  cost  of  $240  million,  which  is  within  the 
Omnibus  Budget  Reconciliation  Act  of  1990  "firewall"  designed  to 
protect  the  actuarial  status  of  the  Social  Security  trust  funds. 

We  think  that  our  proposal  strikes  a  reasonable  balance  between 
responsiveness  to  beneficiaries  who  need  to  work  and 
responsibility  for  the  integrity  of  the  trust  funds. 

Improve  Benefits  for  Widow/Widowers 

Two  other  benefit-related  provisions  in  the  bill  could  improve 
the  protection  of  older  women  under  the  program.     However,  these 
provisions  are  not  necessarily  the  best  way  of  improving 
protection  for  elderly  women.     One  provision  would  generally 
increase  benefits  for  widows  and  widowers  who  receive  reduced 
benefits  due  to  retirement  before  age  65.     The  other  would  allow 
more  disabled  widows  and  widowers  to  qualify  for  survivor 
benefits  between  age  50  and  age  60  by  repealing  the  requirement 
that  they  must  do  so  within  7  years  of  the  worker's  death. 

However,  these  proposals  would  entail  a  combined  program  cost  of 
about  $3.3  billion  over  the  first  5  fiscal  years.     Even  if  an 
acceptable  and  equitable  method  for  financing  these  provisions 
could  be  developed,  there  are  many  ways  to  improve  the  protection 
available  for  women  under  Social  Security.     The  provisions  in 
this  bill  would  have  to  be  evaluated  in  light  of  other  possible 
legislative  proposals  to  improve  the  treatment  of  women  in  order 
to  determine  the  most  effective  use  of  available  resources. 

Disability  Study 

Another  provision  of  H.R.   2838  would  require  GAO  to  conduct  a 
study  of  the  Social  Security  and  SSI  disability  determination  and 
appeals  processes  and  report  to  the  Congress  by  March  1,  1992. 
The  study  would  have  to  identify  the  factors  considered  by 
claimants  in  deciding  whether  or  not  to  appeal  their  denied 
claims  and  also  analyze  the  extent  to  which  approval  of  claims 
that  were  initially  denied  are  based  on  certain  specified 
factors . 

Certainly,   such  a  study  would  provide  information  that  could 
assist  us  in  evaluating  the  effectiveness  of  our  current 
disability  determination  process. 

We  should  also  note  that  we  are  working  closely  with  the  States 
to  improve  case  processing  and  service  to  the  public.  We 
recently  sent  an  intercomponent  review  team  to  one  State  which 
has  experienced  exceptional  problems  with  increasing  caseload 
backlogs.     This  team  conducted  an  indepth,  onsite  assessment  and 
identified  steps  to  improve  the  State's  performance,  which  are 
presently  being  implemented. 

We  are  monitoring  workloads  in  all  States  very  carefully,  giving 
particular  attention  to  States  with  high  processing  times  and 
unacceptably  high  pending  workload  levels  as  well  as  those  with 
low  accuracy  rates.     Individual  State  plans  will  be  developed  for 
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those  States  experiencing  significant  problems,  detailing 
difficulties  that  need  to  be  addressed  and  proposing  short-  and 
long-range  actions  for  confronting  them.     We  will  also  consider 
other  management  initiatives — such  as  reallocation  of  resources 
and/or  workloads  among  the  States — if  necessary  to  improve 
performance. 

Finally,  we  are  developing  models  to  test  alternative  ways  of 
taking,   and  making  decisions  on  disability  claims.     A  GAO  study 
could  help.     Also,  we  plan  on  aggressive  pursuit  of  a  variety  of 
activities  to  improve  the  administration  of  this  most  important 
program. 

Conclusion 

Secretary  Sullivan  would  continue  to  recommend  that  the  President 
veto  any  legislation  containing  a  provision  to  make  SSA  an 
independent  agency.     We  do  not  believe  that  taking  SSA  out  of  the 
Department  of  Health  and  Human  Services  would  help  SSA  accomplish 
its  mission,   and  such  a  change  could  seriously  hinder  close 
coordination  in  the  delivery  of  related  Federal  programs  to  the 
public.     While  "Make  SSA  independent"  sounds  positive,  we  are 
convinced  there  are  strong  disadvantages  to  such  a  change  that 
greatly  outweigh  any  appeal  that  is  largely  symbolic. 

In  regard  to  the  LAE  account,  my  concern  is  that  in  order  to 
assure  that  all  those  who  depend  upon  SSA  receive  the  same  level 
of  service,   the  OASDI  portion  of  the  Agency's  administrative 
budget  cannot  be  treated  differently  from  the  SSI  and  Medicare 
portions.     The  most  immediate  problem,  however,   is  whether  the 
Congress  will  approve  the  full  amount — $4,532  billion — that  the 
President  requested  for  FY  1992  for  SSA  administrative  expenses. 
Any  reduction  in  that  amount  can  only  impair  the  level  of  service 
SSA  can  provide. 

We  share  some  of  the  concerns  that  prompted  other  sections  of  the 
H.R.   2838.     However,   the  additional  cost  of  those  provisions  is 
substantial  and  that  cost  would  be  financed  by  a  $7  billion 
increase  in  taxes  over  the  next  5  years.     We  cannot  support  such 
a  tax  increase. 
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Chairman  Jacobs.  Thank  you,  Mr.  Enoff. 

Mr.  Enoff,  what  is  the  administration's  view  of  the  retirement 
test  aspects  of  this  proposal,  as  it  exists? 

Mr.  Enoff.  We  favor  some  loosening  of  the  retirement  test  or 
some  incentives  to  allow  older  Americans  to  participate  in  the 
work  force.  It  is  the  financing  portion  that  concerns  us.  As  you 
know,  the  administration  has  a  proposal  to  increase  the  retirement 
test  by  some  S500  next  year  and  the  following  year,  and  that  pro- 
posal stays  within  the  "firewall"  in  terms  of  cost.  It  is  the  cost  that 
concerns  us.  I  think  we  all  agree  that  we  would  like  to  encourage 
older  Americans  to  participate  fully  in  the  workforce,  but  the  cost 
is  the  issue. 

Chairman  Jacobs.  And  what  about  the  disabled  widows  and  wid- 
owers, mostly  widows? 

Mr.  Enoff.  Again,  the  intent  is  something  that  we  agree  with. 
Whether  this  would  be  the  first  priority  in  helping  older  women  is 
not  clear.  Commissioner  King  has  created  a  work  group  to  look  at 
women's  issues.  We  are  in  the  process  of  doing  some  distributional 
analysis  to  determine  if  we  can  try  and  pinpoint  that  kind  of  provi- 
sion to  help  make  

Chairman  Jacobs.  There  are  some  real  heartbreak  stories. 

Mr.  Enoff.  Yes.  The  problem  here  is  we  cannot  

Chairman  Jacobs.  A  woman  is  61  years  old,  and  is  widowed,  and 
does  not  receive  adequate  benefits. 

Mr.  Enoff.  We  are  just  not  sure,  Mr.  Chairman,  that  this  propos- 
al would  target  the  neediest. 

Chairman  Jacobs.  Of  course,  when  you  say  target,  you  almost 
get  into  another  term,  don't  you? 

Mr.  Enoff.  Yes,  whether  it  would  have  the  biggest  impact. 

Chairman  Jacobs.  For  the  record,  that  is  a  means  test. 

Mr.  Bunning  has  some  questions. 

Mr.  Bunning.  Yes,  I  would  like  to  follow  up  on  Andy's  question 
on  the  earnings  test.  Let  me  ask,  do  you  agree  with  the  CBO  esti- 
mate on  how  much  it  would  cost — first,  if  we  did  away  with  the 
earnings  test  for  Social  Security  recipients?  Do  you  agree  with  the 
estimates  of  this  bill  on  the  cost  in  direct  relationship  to  the  bene- 
fit on  the  other  end,  in  other  words,  the  $3,000  increase  and  the  2- 
year  increase  of  83,000  in  the  earnings  test? 

Mr.  Enoff.  I  am  not  sure  that  there  is  a  difference  between  

Mr.  Bunning.  This  is  beside  the  widows'  benefit  that  is  in  

Mr.  Enoff.  I  understand.  I  am  not  sure  that  the  CBO  estimate  is 
different  than  this  bill's  estimate. 

Mr.  Bunning.  Well,  the  CBO  estimates  that  if  we  did  away  with 
the  earnings  test  completely,  it  would  cost  anywhere  from  S25  to 
328  billion. 

Mr.  Enoff.  And  we  do  not  disagree  with  that. 

Mr.  Bunning.  You  do  not  disagree  with  that  at  all? 

Mr.  Enoff.  No. 

Chairman  Jacobs.  They  probably  got  it  from  you,  did  they  not? 
Mr.  Enoff.  I  think  our  numbers  are  very  close  to  theirs. 
Mr.  Bunning.  They  did  not  get  it  from  you. 

The  reason  I  say  that,  Andy,  is  that  we  for  a  long  time  have  had 
a  bill,  trying  to  do  away  with  it  completely.  The  fact  of  the  matter 
is,  it  does  not  take  into  consideration  any  of  those  seniors  that 
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would  work  and  continue  to  pay  taxes,  the  750,000  who  are  esti- 
mated to  continue  in  the  work  force,  if  the  earnings  test  were 
taken  off. 

Mr.  Enoff.  I  think  that  the  problem  in  doing  the  estimates  for 
eliminating  the  earnings  test  is  that  you  are  trying  to  predict  be- 
havior where  there  is  no  previous  kind  of  legislative  activity  that 
would  give  you  a  hint  as  to  how  to  predict  who  might  continue  to 
work  or  who  might  keep  their  earnings  within  the  limit,  because 
they  could  control  their  earnings,  and,  therefore,  simply  earn  up  to 
the  limit  and  continue  to  draw  full  benefits.  This  is  the  difficulty, 
and  that  is  where  there  is  some  legitimate  disagreement. 

Mr.  Bunning.  Would  you  agree  or  not  agree  that  the  earnings 
test  limitation  on  Social  Security  recipients  is  archaic  and 
outdated? 

Mr.  Enoff.  Yes,  I  would  agree. 

Mr.  Bunning.  Thank  you. 

Chairman  Jacobs.  Mr.  Enoff,  you  say  there  isn't  even  a  hint  in 
the  past  performance,  when  we  liberalized  the  retirement  test? 
Isn't  there  a  little  hint  there  some  place  that  your  actuaries  keep 
telling  us  about? 

Mr.  Enoff.  No,  I  do  not  think  that  we  have  any  past  experiences 
like  eliminating  the  test. 

Chairman  Jacobs.  No,  no,  no. 

Mr.  Enoff.  I  mean  we  lowered  the  age  at  which  the  earnings 
limit  does  not  apply  from  72  to  70. 

Chairman  Jacobs.  No,  that  would  be  clear  evidence.  I  say  a  hint. 
Isn't  it  true  that  every  time  we  liberalize  the  test,  it  really  hasn't 
moved  very  many  people  into  the  work  force? 

Mr.  Enoff.  Oh,  that's  true,  as  near  as  we  can  tell,  yes. 

Chairman  Jacobs.  Thank  you  very  much. 

They  say  out  in  Oklahoma,  if  you  want  to  find  out  what  a 
cowboy  will  do  when  he  gets  drunk,  you  find  out  what  he  did  the 
last  time  he  got  drunk.  [Laughter.] 

You  can  get  on  the  road  to  Baltimore,  as  far  as  we  are  con- 
cerned. Thank  you  very  much,  Mr.  Enoff. 

Mr.  Enoff.  Thank  you. 

Chairman  Jacobs.  As  usual,  your  testimony  is  candid. 
Mr.  Enoff.  Thank  you,  Mr.  Chairman. 

Chairman  Jacobs.  We  are  very  honored  to  have  a  very  famous 
name  now  testify  before  the  committee,  the  secretary  of  state  of 
the  State  of  Ohio,  where  the  Taft  name  obviously  will  live  forever, 
since  it  continues  to  have  its  public  presence  known. 

Secretary  Taft,  we  are  very  pleased  and  honored  to  have  your 
testimony. 

STATEMENT  OF  HON.  BOB  TAFT,  SECRETARY  OF  STATE,  STATE 

OF  OHIO 

Mr.  Taft.  Thank  you  very  much. 

Chairman  Jacobs.  Is  your  father  the  former  Representative? 
Mr.  Taft.  Representative  and  Senator. 

Chairman  Jacobs.  Well,  I  served  with  him.  I  do  not  mean  to 
make  a  "Bentsenesque"  statement  and  I  will  not  say  that  you  are 
no  Bob  Taft,  which  you  so  obviously  are.  [Laughter.] 
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Mr.  Taft.  Thank  you  very  much,  Mr.  Chairman. 

It  is  also  a  great  pleasure  to  see  Congressman  Bunning,  my 
neighbor  from  across  the  river.  I  am  a  resident  of  Cincinnati,  and 
Congressman  Bunning  represents  northern  Kentucky,  among  other 
areas.  It  is  great  to  see  you,  too,  Congressman. 

I  appreciate  very  much  this  opportunity  to  testify  on  H.R.  2838.  I 
want  to  commend  you  for  holding  this  hearing  on  this  important 
piece  of  legislation,  and  I  want  to  commend  Chairman  Rostenkow- 
ski  and  Congressmen  Swift  and  Frank  for  their  leadership  on  the 
issue  of  an  increased  FICA  exemption  for  election  day  officials. 

My  testimony  today  will  focus  on  that  section  of  H.R.  2838  which 
seeks  to  increase  the  FICA  exemption  level  for  election  workers 
from  $100  to  $600,  and  to  index  that  level  for  increases  in  covered 
wages  beginning  in  1993.  I  know  the  committee  has  a  full  hearing 
planned  today,  so  I  will  keep  my  testimony  brief. 

As  this  committee  knows,  the  Omnibus  Budget  Reconciliation 
Act  of  1990  required  most  State  and  local  government  employees 
who  do  not  participate  in  a  State  or  local  retirement  system  to  be 
covered  by  Social  Security.  These  provisions  include  election-day 
workers  who  earn  more  than  $100  annually.  In  most  Ohio  counties, 
election-day  employees  are  paid  $60  to  $70  per  day.  With  a  primary 
and  a  general  election  each  year,  these  individuals  earn  more  than 
$100,  thereby  triggering  the  Social  Security  withholdings  from 
their  compensation. 

Let  me  point  out  for  the  record  that  I  am  talking  about  only 
those  election  officials  who  work  on  election  day.  I  am  not  discuss- 
ing part-time  or  seasonal  election  workers,  but,  rather,  those  per- 
sons most  of  us  know  as  "pollworkers." 

Based  on  correspondence  from  nearly  30  county  boards  of  elec- 
tions throughout  Ohio,  estimates  of  the  cost  of  implementing  and 
administering  the  Social  Security  coverage  mandate  in  Ohio  range 
from  a  low  of  $1,200  in  small  counties  to  over  $21,000  in  larger 
ones.  Those  are  administrative  costs.  Statewide,  the  costs  associated 
with  the  mandatory  Social  Security  coverage  could  exceed  $400,000 
per  year.  I  would  like  to  make  available  for  the  committee's  inspec- 
tion the  correspondence  I  have  received  on  this  issue,  and  I  will 
leave  it  with  the  committee. 

The  impact  on  pollworker  retention  and  recruitment  is  even 
more  troubling.  In  many  Ohio  counties,  10  to  20  percent  of  the  poll- 
workers  quit,  when  the  1.45  percent  Medicare  coverage  was  made 
mandatory  in  1987.  If  the  same  statistics  hold  true  for  the  6.2  per- 
cent Social  Security  coverage,  nearly  11,000  election  day  workers 
could  be  lost  in  the  State  of  Ohio. 

We  must  also  recognize  that,  since  many  pollworkers  are  retired, 
the  benefit  of  having  Social  Security  taxes  withheld  from  their  pay 
would  be  minimal.  In  fact,  the  State  of  Ohio  has  recognized  this  di- 
lemma and  has  exempted  pollworkers  from  the  State  retirement 
system. 

I  realize  that  any  increase  in  the  exemption  level  costs  money 
and  that  Congress  is  now  playing  under  a  different  set  of  rules 
than  in  previous  years.  The  pay-as-you-go  system  implemented  by 
last  year's  budget  bill  clearly  needs  to  be  considered  when  discuss- 
ing the  pollworker  FICA  issue.  According  to  information  provided 
to  my  office  by  your  committee  staff,  increasing  the  FICA  trigger 
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from  $100  to  $600  for  pollworkers  and  indexing  it  in  1993  would 
result  in  a  revenue  loss  for  the  Federal  Government  over  a  5-year 
period  that  would  fall  within  the  de  minimis  exemption  category 
and,  therefore,  would  not  by  itself  require  a  revenue  offset. 

Let  me  say  that  I  understand  H.R.  2838  does  include  the  appro- 
priate revenue  offset  for  all  of  the  provisions  of  the  legislation. 
However,  should  the  Congress  decide  to  consider  the  FICA  exemp- 
tion issue  independently,  my  understanding  is  that  an  offset  would 
not  be  required. 

Finally,  Mr.  Chairman,  I  want  to  highlight  the  fact  that,  at  a 
recent  conference,  the  National  Association  of  Secretaries  of  State 
unanimously  approved  a  resolution  which  I  offered,  calling  on  Con- 
gress to  enact  and  President  Bush  to  approve  legislation  that  will 
increase  the  $100  Social  Security  tax  exemption  to  a  level  that  will 
exempt  election-day  workers.  I  would  like  to  present  for  the  record 
that  resolution.  There  is  no  question  that  this  issue  is  of  critical  im- 
portance to  my  colleagues  around  the  Nation. 

Once  again,  let  me  commend  this  committee  for  considering  this 
important  issue.  I  am  hopeful  that  you  will  move  promptly  to  enact 
the  poll  worker  exemption.  The  loss  of  a  significant  number  of  expe- 
rience pollworkers  would  jeopardize  the  integrity  of  Ohio's  election 
process  as  we  head  into  a  Presidential  election  year. 

For  this  reason,  I  respectfully  suggest  that  if  you  do  not  enact 
H.R.  2838  in  the  near  future,  at  least  enact  independent  legislation 
which  will  exempt  pollworkers  from  FICA  taxation. 

Thank  you  very  much  for  this  opportunity  to  testify.  I  will  be 
pleased  to  respond  to  any  questions  that  you  may  have. 

[The  resolution  referred  to  follows:] 
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NATIONAL  ASSOCIATION  OF 
SECRETARIES  OF  STATE 

RESOLUTION 


WHEREAS  the  Omnibus  Budget  Reconciliation  Act  of  1990  requires 
chat  election-day  employees  who  earn  more  than  $100 
annually  and  who  are  neither  covered  by  a  voluntary 
social  security  agreement  nor  by  a  State  or  local 
retirement  system  are  required  to  pay  the  full  social 
security  tax  beginning  July  1,  1991; 

WHEREAS  paying  the  full  social  security  tax  is  a  burden  on  most 
election-day  workers,  resulting  in  little  or  no  benefit 
to  them; 

WHEREAS  the  social  security  tax  burden  makes  it  more  difficult 
to  recruit  and  retain  qualified  election-day  workers; 

WHEREAS  the  administrative  cost  of  implementing  the  full  social 
security  tax  withholding  will  impose  a  substantial 
burden  on  State  and  local  governments; 

WHEREAS  Members  of  Congress  Daniel  Rostenkowski,  Al  Swift  and 
others  have  recognized  and  sought  to  alleviate  this 
burden  by  sponsoring  legislation  which  will  increase  the 
income  exemption  level,'  and 

NOW  THEREFORE  BE  IT  RESOLVED 

that  the  National  Association  of  Secretaries  of  State 
urge  the  United  States  Congress  to  promptly  enact  and 
the  President  of  the  United  States  to  approve 
legislation  which  will  increase  the  $100  social  security 
tax  exemption  to  a  level  that  will  exempt  election-day 
workers ; 

AND  BE  IT  FURTHER  RESOLVED 

that  N.A.S.S.  commend  Congressmen  Rostenkowski  and  Swift 
for  their  Leadership  :n  this  issue; 


AND  BE  IT  FURTHER  RESOLVED 


that  N.A.S.S.  direct  its  President  to  properly 
communicate  the  resolution  to  the  U.S.  Congress ,  the 
President,  and  to  the  Secretary  of  the  Treasury. 


Adopted  on  this  21st  day  of 
August,  at  the  NASS  Annual 
Conference^-rrt-Asheville, 
North/  Carolina  } 


Meyer,  NASS  Secretary 
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Chairman  Jacobs.  Thank  you,  Mr.  Secretary. 
Mr.  Bunning. 

Mr.  Bunning.  Mr.  Taft,  I  am  glad  to  see  you  here.  Thank  you  for 
your  testimony.  I  appreciate  you  being  here. 

Mr.  Taft.  Thank  you  very  much.  I  appreciate  the  opportunity. 

Chairman  Jacobs.  As  a  cosponsor  of  the  bill,  I  find  your  testimo- 
ny acceptable.  [Laughter.] 

Thank  you  very  much. 

Mr.  Taft.  Thank  you. 

Chairman  Jacobs.  Now  we  have  our  first  panel:  the  AARP,  rep- 
resented by  Ms.  Baumgarten;  the  National  Council  of  Senior  Citi- 
zens, represented  by  Daniel  Schulder;  and  the  Older  Women's 
League,  represented  by  Mary  Gardiner  Jones. 

We  will  proceed  in  the  order  in  which  you  were  called. 

STATEMENT  OF  JANE  BAUMGARTEN,  MEMBER,  NATIONAL  LEGIS- 
LATIVE COUNCIL,  AMERICAN  ASSOCIATION  OF  RETIRED  PER- 
SONS 

Ms.  Baumgarten.  Thank  you,  Mr.  Chairman. 

I  am  Jane  Baumgarten,  a  member  of  the  National  Legislative 
Council  of  the  American  Association  of  Retired  Persons. 

AARP  supports  H.R.  2838.  This  legislation  would  revitalize  the 
Social  Security  Administration  and  improve  the  lives  of  many 
Social  Security  beneficiaries.  Once  the  hallmark  Federal  agency, 
SSA  prided  itself  on  service  to  the  public.  However,  over  a  5-year 
period  it  absorbed  an  Office  of  Management  and  Budget-ordered 
17,000  person  staff  reduction.  The  downsizing  was  accomplished 
largely  through  attrition.  As  a  result,  SSA  service  nationwide  is 
uneven  and  certain  agency  operations  have  been  hard  hit. 

The  most  notable  areas  of  declining  service  have  been  document- 
ed in  the  "Report  Card  on  the  Social  Security  Administration," 
issued  by  the  Committee  on  Ways  and  Means,  in  June  1991.  The 
report  card  gave  the  agency  an  F  for  its  handling  of  the  disability 
program,  and  a  C-minus  for  its  800  number  tele-service. 

H.R.  2838  seeks  to  improve  overall  service  in  two  ways:  One,  by 
making  SSA  independent  of  the  Department  of  Health  and  Human 
Services,  and,  two,  by  removing  the  administrative  expenses  of  the 
Old  Age  Survivors  and  Disability  Insurance  Program  from  the  do- 
mestic discretionary  spending  cap  established  under  the  Omnibus 
Budget  Reconciliation  Act  of  1990. 

The  significance  of  the  Social  Security  program  to  Americans  of 
all  ages  makes  it  imperative  that  SSA  is  protected  against  budget- 
driven  and/or  non-Social  Security  based  changes  that  diminish  the 
agency's  service  to  the  public.  SSA  needs  adequate  resources  and  a 
sufficient  number  of  employees  who  are  not  so  overworked  that 
they  lack  the  opportunity  to  deliver  responsive  service.  Making 
SSA  an  independent  agency  and  removing  OASDI's  administrative 
expenses  from  the  domestic  discretionary  cap  would  help  make  this 
a  reality. 

AARP  supports  an  independent  SSA,  because  it  would  provide 
stable  and  independent  leadership  for  the  agency  and  help  promote 
public  confidence  in  the  program.  An  independent  agency  sends  a 
clear  signal  to  the  American  people  that  Congress  is  committed  to 
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protecting  Social  Security  for  the  long  term.  Removing  OASDI  ad- 
ministrative expenses  from  the  domestic  discretionary  spending 
cap  not  only  protects  SSA  against  a  further  decline  in  service,  but 
it  also  makes  sense  from  the  point  of  view  of  other  programs  in  the 
cap.  The  sheer  size  of  SSA's  administrative  expenses  could  create 
pressure  to  reduce  other  domestic  discretionary  programs  within 
the  cap.  In  short,  failure  to  clarify  the  status  of  these  administra- 
tive expenses  puts  both  the  Social  Security  program  and  other  vital 
domestic  discretionary  programs  at  risk. 

The  association  commends  Representatives  Rostenkowski  and 
Jacobs  for  recognizing  the  need  to  liberalize  the  Social  Security 
earning  limits.  AARP  and  its  members  support  an  increase  in  the 
amount  older  persons  can  earn  without  losing  benefits.  Such  a 
change  would  improve  the  economic  well-being  of  moderate  and 
middle-income  older  Americans  who  work  out  of  necessity. 

Modifying  the  earning  limits  also  recognizes  the  nature  of  retire- 
ment is  changing.  Many  older  individuals  choose  to  ease  out  of  the 
work  force,  rather  than  drop  out  entirely,  and  some  have  to  remain 
in  the  work  force  full  time  or  part  time  because  they  need  the  addi- 
tional income. 

Not  only  will  the  economy  benefit  from  utilizing  older  workers, 
but  studies  show  that  more  active  and  productive  persons  over  age 
65  tend  to  remain  healthier  both  physically  and  mentally  than 
their  more  sedentary  counterparts. 

Some  oppose  the  change  in  the  earnings  limit  because  it  would 
help  upper-income  beneficiaries.  However,  AARP  believes  Congress 
should  not  ignore  the  needs  of  moderate  and  middle-income  Social 
Security  beneficiaries  who  work  because  they  need  to  and  whose 
productivity  contributes  to  society.  For  these  people,  even  a  modest 
increase  in  the  limit  would  have  an  immediate  and  beneficial 
effect. 

The  association  is  pleased  that  H.R.  2838  also  improves  benefits 
for  many  widows  by  decreasing  the  actuarial  reduction  for  those 
whose  benefits  begin  before  age  65,  and  by  eliminating  the  7-year 
rule  for  disabled  widows.  These  provisions  could  make  a  consider- 
able difference  in  the  lives  of  many  widows  who  bear  a  dispropor- 
tionate share  of  elderly  poverty. 

AARP  believes  that  H.R.  2838  merits  the  support  of  all  who  are 
affected  by  the  Social  Security  program.  We  commend  the  chair- 
man and  stand  ready  to  work  with  interested  members  as  the  bill 
moves  through  the  legislative  process. 

I  would  be  glad  to  answer  any  questions  and  thank  you  for  your 
time. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  THE  AMERICAN  ASSOCIATION  OF  RETIRED  PERSONS 

The  American  Association  of  Retired  Persons   (AARP)  appreciates 
the  opportunity  to  present  its  views  on  H.R.   2838,   the  Social 
Security  Trust  Fund  Integrity  and  Benefits  Improvement  Act  of 
1991.     We  commend  the  chief  sponsors  for  introducing  legislation 
to  revitalize  the  Social  Security  Administration  (SSA)  and 
improve  the  lives  of  many  Social  Security  beneficiaries. 
Enactment  of  these  changes  would  be  welcome  by  all  Americans. 


I   IMPROVING  THE  SOCIAL  SECURITY  ADMINISTRATION 

A.     Delivering  Service:     The  Impact  of  Staff  Reductions 

Once  the  hallmark  federal  agency,   SSA  prided  itself  on  service  to 
the  public.     However,   over  a  five  year  period,   it  absorbed  an 
Office  of  Management  and  Budget   (OMB) -ordered,   17,000  person 
staff  reduction.     The  downsizing  was  accomplished  largely  through 
attrition.     As  a  result,   SSA  service  nationwide  is  uneven  and 
certain  agency  operations  have  been  hard  hit. 

AARP  repeatedly  has  voiced  concerns  that  a  significantly  smaller 
staff  would  damage  the  agency's  current  level  of  operations  as 
well  as  its  ability  to  respond  to  the  future  needs  of  an 
expanding  constituent  population.     Fortunately,   Congress  has 
recognized  the  decline  in  service  and  this  year  acted  to  restore 
some  resources  to  the  beleaguered  agency. 

The  most  notable  areas  of  declining  service  have  been  documented 
in  the  "Report  Card  on  the  Social  Security  Administration"  issued 
by  the  Committee  on  Ways  and  Means  in  June  1991.  Based  on  SSA's 
own  studies,  analyses  by  the  General  Accounting  Office  (GAO)  and 
a  survey  of  Members  of  Congress,  the  report  gave  the  agency  an  F 
for  its  handling  of  the  disability  program  and  a  C-  for  its  800 
number  teleservice. 

H.R.  2898  seeks  to  improve  overall  agency  service  by  making  it 
independent  of  the  Department  of  Health  and  Human  Services  (HHS) 
and  by  removing  the  administrative  expenses  of  the  Old  Age 
Survivors  and  Disability  Insurance  (OASDI)  program  from  the 
domestic  discretionary  spending  cap  established  under  the  Omnibus 
Budget  Reconciliation  Act   (OBRA)   of  1990.     The  significance  of 
the  Social  Security  program  to  Americans  of  all  ages  makes  it 
imperative  that  SSA  is  protected  against  budget  driven  and/or 
non-Social  Security  based  changes  that  diminish  the  agency's 
service  to  the  public.     SSA  needs  adequate  resources  and  a 
sufficient  number  of  employees  who  are  not  so  overworked  that 
they  lack  the  opportunity  to  deliver  responsive  service.  Making 
SSA  an  independent  agency  and  removing  OASDI 's  administrative 
expenses  from  the  domestic  discretionary  cap  would  help  make  this 
a  reality. 


These  changes  in  no  way  undermine  Congress'  oversight  function. 
AARP  believes  both  changes  are  important  in  ensuring  that  the 
agency  is  properly  administered,  adequately  staffed,  and  suitably 
protected  from  undue  interference  or  arbitrary  resource 
reductions. 

B.     MAKING  SSA  AN  INDEPENDENT  AGENCY 

AARP  supports  an  independent  SSA  to  administer  the  Social 
Security  and  Supplemental  Security  Income  (SSI)  programs.  Not 
only  would  it  be  in  the  best  interest  of  SSA,  but  an  independent 
agency  also  would  promote  public  confidence  in  the  program. 

The  Social  Security  Administration,  one  of  the  largest  and  most 
widely  known  federal  agencies,  directly  serves  the  needs  of 
almost  40  million  beneficiaries  and  indirectly  touches  the  lives 
of  almost  all  Americans.     It  issues  new  and  replacement  Social 
Security  cards,  maintains  the  wage  records  of  133  million 
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workers,   and  processes  millions  of  claims  and  information 
requests  annually.     SSA's  workload  will  continue  to  increase  as 
the  population  ages  and  the  workforce  continues  to  grow.  In 
order  to  accommodate  this  growing  workload  and  improve  the 
quality  of  service  to  beneficiaries,  SSA  must  function  in  a 
stable  environment  that  is  conducive  to  long-range  planning. 
Also,   it  should  be  administered  by  competent,  professional 
managers  and  adequately  staffed  by  knowledgeable  people. 

1.  PROVIDING  STABLE  AND  INDEPENDENT  LEADERSHIP 

The  need  for  strong,  stable,  and  independent  leadership  is  one  of 
the  most  powerful  arguments  for  creating  an  independent  agency. 
Since  the  late  197  0 's,   SSA  had  endured  successive  and  rapid 
turnover  in  its  top  leadership,  which  has  threatened  agency 
operations.     Between  1978  and  1983,  there  were  three 
Commissioners  of  Social  Security,   each  serving  two  years  or  less, 
followed  by  several  acting  commissioners.     In  fact,   SSA  has  had 
ten  commissioners  over  the  last  eighteen  years,   in  contrast  to 
only  eight  commissioners  in  the  preceding  25  or  so  years. 

The  short  tenure  of  SSA's  Commissioners  has  contributed  to  the 
agency's  inability  to  establish  clear  management  priorities  or  a 
consistent  direction.     As  the  GAO  reported  in  1987   ("The  Social 
Security  Administration:     Stable  Leadership  and  Better  Management 
Needed  to  Improve  Effectiveness") ,   SSA  has  been  unable  to  correct 
significant,   long-standing  problems  in  management  and  service 
delivery,  provide  a  clear  and  consistent  sense  of  direction  to 
its  components,   adequately  control  its  systems  modernization 
efforts,  or  focus  on  personnel  management. 

Also,  the  current  relationship  between  the  Social  Security 
Commissioner  and  the  Secretary  of  Health  and  Human  Services  is 
problematic  and  could  be  resolved  if  the  agency  were  free 
standing.     SSA  is  but  one  part,  albeit  a  very  significant  part, 
of  the  HHS  umbrella.     The  Secretary,  of  necessity,  must  divide 
his  or  her  time  among  the  various  HHS  components.     Moreover,  the 
Secretary  acts  as  an  intermediary  between  the  Commissioner  and 
the  President.     At  times  this  can  be  beneficial,  but  at  others  it 
can  be  detrimental,   especially  when  the  HHS  secretary  lacks  in- 
depth  knowledge  about  Social  Security  or  is  understandably 
preoccupied  with  other  departmental  business.     Finally,  the 
Secretary  may  be  willing  to  sacrifice  the  interests  of  SSA  in 
order  to  address  other  priorities,  particularly  in  the  context  of 
the  agency  budget  submission  to  OMB  and  the  President. 

The  current  status  of  SSA  also  makes  it  more  vulnerable  to  the 
imposition  of  policies  and  practices  which  inhibit  the  agency 
from  fulfilling  it  mission.     The  most  conspicuous  example  of  such 
policy  making  is  the  17,000  person  staff  reduction.  OMB's 
proposal  largely  resulted  from  a  desire  to  show  short-term  budget 
savings,  not  from  considerations  of  what  is  best  for  the  overall 
management  of  the  agency  and  the  public  it  serves.     The  magnitude 
of  those  cuts  was  unwarranted  since  the  program's  administrative 
costs,   financed  out  of  the  trust  funds,  are  extremely  low  (around 
1  percent  of  total  program  cost) . 

2 .  Strengthening  Public  Confidence 

Current  and  future  beneficiaries  must  know  they  can  count  on  a 
Social  Security  system  that  not  only  provides  adequate  financial 
benefits,  but  also  provides  competent,  effective  and  humane  means 
of  delivering  the  services  associated  with  these  benefits.  An 
independent  agency  strengthens  this  confidence  in  several  ways. 
It  would  be  better  insulated  from  the  fluctuations  in  policy  and 
politics  that  produce  sudden  shifts  in  direction.     It  would  make 
a  strong  statement  to  the  American  people  that  policy  and  budget 
decisions  affecting  Social  Security  are  being  made  for  reasons 
having  to  do  with  Social  Security's  needs  and  not  other  non- 
Social  Security  purposes.     Finally,  it  sends  a  clear  signal  to 
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the  American  people  that  Congress  is  committed  to  protecting  the 
program  for  the  long-term. 

C.     Clarifying  OBRA  '90 

Section  13  3  01   (a)   of  the  Omnibus  Reconciliation  Act  of  1990 
specifies  that  the  receipts  and  disbursements  of  the  Federal  Old- 
Age  and  Survivors  Insurance  and  the  Federal  Disability  Insurance 
trust  funds  shall  not  be  counted  as  new  budget  authority, 
outlays,  receipts,  or  deficit  or  surplus  in  (1)  the  annual  budget 
submitted  by  the  President,    (2)  the  Congressional  budget,  or  (3) 
the  Balanced  Budget  and  Emergency  Deficit  Control  Act  of  IS 85. 
AARP  applauds  this  action  because  it  recognizes  Social  Security's 
self -financed  nature  and  because  it  ends  the  deceptive  practice 
by  which  the  program's  annual  surplus  masks  the  true  magnitude  of 
the  federal  operating  deficit. 

However,  questions  remain  about  whether  Section  13301  (a)  also 
took  SSA's  administrative  expenses  for  the  OASDI  program  "off 
budget."     This  is  because  the  Statement  of  Managers  accompanying 
OBRA  9  0  includes  them  in  a  list  of  items  subject  to  the  Act's 
domestic  discretionary  spending  cap. 

The  Office  of  Management  and  Budget  asserts  that  the  Statement  of 
Managers  overrides  any  other  OBRA  references,  and,  therefore, 
SSA's  administrative  costs  fall  within  the  domestic  discretionary 
cap.     However,  the  statutory  language  of  Section  13301  (a)  is 
explicit  regarding  the  off  budget  nature  of  all  receipts  and 
disbursements.     Furthermore,  the  Statement  of  Managers  makes 
clear  the  intent  of  Section  13301  (a)  to  incorporate  "the  Senate 
position  on  the  budgetary  treatment  of  the  Social  Security  trust 
funds,  reaffirming  their  off-budget  status  and  removing  all  their 
transactions  from  the  deficit  estimates  and  calculations  made  in 
the  sequestration  process." 

The  Association  supports  removing  OASDI 's  administrative  expenses 
from  the  domestic  discretionary  cap  in  order  to  better  insulate 
SSA  from  unnecessary  budget  cuts  that  may  diminish  further  its 
service  delivery  capacity,  to  preserve  the  integrity  of  the 
agency,  and  to  maintain  the  distinct  nature  of  the  program. 
However,  the  Association  understands  that  such  action  in  no  way 
undermines  the  important  oversight  and  review  function  which 
other  House  and  Senate  committees  exercise. 

SSA's  operations  are  financed  by  trust  fund  dollars  collected 
from  workers  through  a  payroll  tax.     Thus,  any  "savings"  from 
reducing  SSA's  administrative  expenses  revert  to  the  Social 
Security  trust  funds. 

Until  OBRA  removed  the  Social  Security  trust  funds  from  the 
calculation  of  the  deficit,  their  annual  increase  masked  the  true 
extent  of  the  federal  deficit.     Yet,   if  SSA's  administrative 
expenses  are  scored  against  OBRA's  domestic  discretionary  cap, 
the  dollars  "saved"  through  limiting  SSA  costs  revert  to  the 
trust  funds,  and  technically  are  not  available  for  other 
programs.     In  a  sense,  keeping  SSA's  administrative  expenses  in 
OBRA's  domestic  discretionary  cap  perpetuates  the  policy  of 
having  trust  fund  dollar  "savings"  serve  as  a  "paper  offset" 
against  other  spending. 

Consider  also  that  SSA's  administrative  costs  are  a  minute 
portion  of  the  agency's  overall  budget,  but  they  are 
substantially  larger  than  almost  any  other  program  costs  within 
the  domestic  discretionary  cap.     Thus,  as  long  as  they  remain 
within  the  cap  they  may  loom  large  as  a  potential  target  for 
"savings"  even  though  reductions  in  SSA's  administrative  expenses 
are  unwarranted  and  counterproductive. 

Not  only  should  OASDI  administrative  expenses  be  removed  from  the 
domestic  discretionary  spending  cap  to  protect  SSA  against  a 
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further  decline  in  service,  but  it  also  makes  sense  from  the 
point  of  view  of  the  other  programs  in  the  cap.     The  sheer  size 
of  SSA's  administrative  expenses  could  create  pressure  on  other 
domestic  discretionary  programs  within  the  cap.     Given  the 
current  service  delivery  problems  it  might  be  necessary  for 
Congress  to  increase  SSA  funding.     This,   in  turn,  means  other 
programs  within  the  domestic  discretionary  cap  would  have  to  be 
reduced  commensurately  or  else  a  sequester  would  be  triggered  in 
accordance  with  the  new  budget  rules.     Even  a  small  increase  in  a 
$2.5  billion  program  like  OASDI  adminis-crative  expenses,  could 
mean  a  significant  reduction  in  other  domestic  discretionary 
programs . 

Also,  the  agency  could  face  an  unexpected  problem,  similar  to  the 
demands  placed  on  it  by  the  Supreme  Court  mandate  in  the  Zebley 
case.     This  might  overwhelm  SSA  resources  and  could  require 
additional  agency  funding.     Again,  this  creates  an  appropriators' 
dilemma — cut  other  programs,  trigger  a  sequester,  or  let  service 
problems  reach  crisis  proportions  because  of  inadequate  funding. 

Removing  OASDI 's  administrative  expenses  from  the  domestic 
discretionary  cap  is  consistent  with  the  best  interests  of  the 
Social  Security  program  as  well  as  the  budgetary  policy  behind 
the  domestic  discretionary  spending  cap.     Failure  to  clarify  the 
status  of  these  expenses  puts  both  the  Social  Security  program 
and  other  vital  domestic  discretionary  programs  at  risk. 


II    The  Earnings  Limit 

The  Association  has  long  supported  a  change  in  the  Social 
Security  earnings  limit  (retirement  test)   and  commends 
Representatives  Rostenkowski  and  Jacobs  for  recognizing  the  need 
to  liberalize  the  limit.     Such  a  change  would  improve  the 
economic  well-being  of  moderate  and  middle  income  older  Americans 
who  often  work  out  of  necessity,  not  by  choice. 

Modifying  the  earnings  limit  also  recognizes  that  the  nature  of 
retirement  is  changing.     Many  older  individuals  choose  to  ease 
out  of  the  workforce  rather  than  drop  out  entirely.     And  some 
have  to  remain  in  the  workforce  full-time  or  part-time  because 
they  need  additional  income. 

As  our  society  continues  to  age  and  the  pool  of  tomorrow's 
workers  fails  to  keep  pace  with  the  demand  for  labor,  older 
workers  will  be  in  the  workforce  more  than  ever.     Not  only  will 
the  economy  benefit  from  utilizing  more  older  workers,  but 
studies  show  that  more  active  and  productive  persons  over  age  65 
tend  to  remain  healthier  both  physically  and  mentally  than  their 
more  sedentary  counterparts . 


A.   THE  EARNINGS  LIMIT  IN  PRACTICE 

The  earnings  limit  restricts  the  earnings  from  employment  a 
Social  Security  beneficiary  can  receive  without  a  penalty. 
Because  the  retirement  test  applies  to  a  worker's  base  benefit, 
it  also  affects  the  benefit  amount  received  by  a  spouse  and  other 
dependents . 

Since  the  retirement  test  has  been  modified  over  time,  there  is 
ample  precedent  for  adjusting  it  again  to  better  reflect  the 
changes  in  our  population,  our  workforce,  our  retirement 
patterns,  and  our  economy.     The  earnings  limit  liberalization 
provided  in  H.R.   2838  represents  an  important  beginning  in  the 
reevaluation  process. 

While  most  beneficiaries  are  not  in  the  paid  labor  force  and  will 
not  be  affected  by  any  change  in  the  earnings  limit,  a 
considerable  number  of  persons  65  and  over  would  benefit  from  a 
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change  in  the  limit.     The  most  recent  SSA  estimates  suggest  that 
770,000  workers  65  through  69  and  170,000  dependents  had  their 
Social  Security  benefits  either  partially  or  fully  withheld 
because  of  excess  earnings.     Still  others  did  not  elect  to  apply 
for  benefits  because  of  the  test.     (SSA  believes  about  100,000 
workers  65  -  69  would  file  for  benefits  if  the  retirement  test 
were  eliminated.) 

In  addition  to  those  whose  benefits  are  reduced  by  the  limit,  or 
those  who  never  file  for  benefits  are  beneficiaries  who  carefully 
avoid  that  test  by  holding  their  earnings  below  the  limit.  Many 
are  moderate  income  older  persons  who  rely  upon  Social  Security 
benefits  as  the  primary  retirement  income  source.     They  were 
unable  to  accumulate  adequate  savings  and  have  little  or  no 
pension  income.     For  those  in  this  group  who  are  capable  and  have 
the  desire  to  work  above  the  current  earnings  limit,  the  ability 
to  improve  their  economic  position  through  increased  earnings 
would  make  a  considerable  difference. 

B.  ADMINISTRATIVE  PROBLEMS 

The  retirement  test  not  only  restricts  some  beneficiaries' 
earnings;   it  also  creates  administrative  problems  for  SSA.  Some 
of  these  problems  would  be  moderated  by  changing  the  earnings 
limit. 

The  agency  estimates  that  60  percent  of  all  overpayments  and 
45  percent  of  all  underpayments  result  from  the  earnings  limit. 
Modifying  the  limit  would  lessen  the  potential  for  error  and 
reduce  SSA's  administrative  costs. 

Also,  a  substantially  higher  earnings  limit  would  mean  less 
frustration  and  inconvenience  for  many  working  beneficiaries. 
Misunderstandings  about  the  earnings  limit  create  financial  and 
emotional  hardships  when  overpayments  are  recouped,  especially 
from  a  beneficiary  who  relies  upon  Social  Security  benefits 
coupled  with  earnings  as  the  predominant  income  source.  An 
underpayment,  usually  the  result  of  overestimating  projected 
earnings,  creates  its  own  financial  hardship. 

C.  HELPING  THOSE  WHO  NEED  IT 

Some  oppose  a  change  in  the  earnings  limit  because  it  would  help 
upper  income  beneficiaries.     However,  AARP  believes  Congress 
should  not  ignore  the  needs  of  moderate  and  middle  income  Social 
Security  beneficiaries  who  work  because  they  need  to  and  whose 
productivity  contributes  to  society.     For  these  people  even  a 
modest  increase  in  the  limit  will  have  an  immediate  and 
beneficial  effect.     Moreover,   "upper  income"  beneficiaries — most 
of  whom  have  .unearned  income — have  their  benefits  taxed. 

The  value  of  liberalization  to  moderate  income  older  Americans 
has  been  documented  by  the  Office  of  the  Inspector  General  (OIG) 
of  the  Department  of  Health  and  Human  Services.     In  a  November 
1990  report,  the  OIG  concludes  that  an  increase  in  the  limit, 
"would  bring  about  increased  work  activity  for  low  and  middle 
income  retirees  most  impacted  by  the  RET,  by  sheltering  them  from 
excessively  high  reductions  in  spendable  income. . .Liberalization 
of  the  RET,  compared  to  elimination,  would  direct  a  larger 
portion  of  increased  outlays  to  those  most  expected  to  need 
earnings  to  supplement  their  benefits." 

We  should  look  at  the  issue  from  the  working  beneficiaries' 
perspective.     They  are  trying  to  cope  with  changed  economic 
circumstances  and  are  not  as  fortunate  as  others  who  have 
additional  sources  of  income  that  do  not  affect  their  Social 
Security  benefit.     What  other  options  do  these  moderate  income 
beneficiaries  have  to  make  current  ends  meet  or  to  prepare  for  a 
time  when  ill  health  and/or  advanced  age  force  them  out  of  the 
workforce? 
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This  reluctance  to  provide  larger  benefits  to  upper-income 
beneficiaries  should  not  stand  in  the  way  of  raising  the  limit  to 
a  more  reasonable  level.     CBO  has  found  that  liberalization 
exempts  many  moderate-income  beneficiaries  without  providing  as 
much  benefit  to  higher-income  beneficiaries.     They  note  that  if 
the  earnings  limit  had  been  raised  by  $1,200  in  1986  to  $9,000, 
families  with  annual  incomes  below  $15,000  would  not  have  been 
subject  to  benefit  reductions.     Many  of  those  exempted  would  have 
been  widows,  widowers  or  people  who  never  married.     In  contrast, 
a  $1,200  increase  would  have  exempted  only  5  percent  of  those 
with  family  incomes  above  $42,000. 


Ill   IMPROVING  BENEFITS  FOR  WIDOWS 

The  Association  is  pleased  that  H.R.   2838  would  improve  benefits 
for  many  widows  by  decreasing  the  actuarial  reduction  for  those 
whose  benefits  begin  before  age  65,   and  by  eliminating  the  7-year 
rule  for  disabled  widows.     These  provisions  could  make  a 
considerable  difference  in  the  lives  of  many  widows  who  bear  a 
disproportionate  share  of  elderly  poverty. 

Aged  widows  tend  to  be  less  financially  secure  than  single  men  or 
elderly  couples.     Yet,   Social  Security  benefits  are  actuarially 
reduced  for  widows  who  begin  collecting  them  before  age  65.  Many 
widows  have  few  income  sources  besides  Social  Security,     And,  the 
reduced  benefit  has  serious  economic  consequences  as  they  grow 
older.     Thus,  any  increase  in  the  benefit  for  early  retiring 
widows  would  make  a  big  difference  in  their  economic  security, 
especially  over  the  long  run. 

Similarly,   elimination  of  the  7-year  rule  for  disabled  widows  is 
important.     Currently,  a  widow  must  become  disabled  within  7 
years  of  the  spouse's  death  in  order  to  receive  a  disabled  widows 
benefit.     This  7-year  test  assumes  that  a  widow  can  obtain  enough 
credits  following  her  spouse's  death  to  qualify  for  benefits  on 
her  own  record.     However,   this  is  not  likely  to  occur,   and,   if  it 
does,  the  benefit  would  be  lower  than  the  one  based  on  her 
spouse's  earnings  over  a  traditionally  longer  working  life. 
Eliminating  this  rule  would  enable  some  disabled  widows  to 
receive  the  Social  Security  benefit  earned  for  them  during  their 
spouse's  working  life.     This  change  also  builds  upon  the  benefit 
improvements  provided  to  disabled  widows  under  OBRA  90. 


IV  CONCLUSION 

AARP  believes  H.R.   2838  merits  the  support  of  all  who  are 
affected  by  the  Social  Security  program.     We  commend  the  Chairman 
and  stand  ready  to  work  with  interested  Members  as  the  bill  moves 
through  the  legislative  process. 
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Chairman  Jacobs.  Thank  you,  Ms.  Baumgarten. 
Mr.  Schulder. 

STATEMENT  OF  DANIEL  J.  SCHULDER,  DIRECTOR  OF 
LEGISLATION,  NATIONAL  COUNCIL  OF  SENIOR  CITIZENS 

Mr.  Schulder.  Thank  you,  Mr.  Chairman.  Good  morning,  Mr. 
Chairman  and  Mr.  Bunning. 

My  name  is  Daniel  Schulder,  and  I  am  director  of  legislation  of 
the  National  Council  of  Senior  Citizens.  The  national  council  is  a  5 
million  member  advocacy  organization,  with  over  5,000  local  clubs 
and  councils,  and  I  am  pleased  here  today  to  present  the  views  of 
our  members  on  this  legislation. 

We  strongly  support  the  legislation  which  you  and  Chairman 
Rostenkowski  have  introduced.  We  believe  that  this  legislation  ad- 
dresses a  number  of  long-standing  concerns  of  our  organization  and 
adds  needed  improvement  and  protections  to  the  Social  Security 
program,  and  let  me  briefly  review  some  of  the  provisions. 

Transferring  the  OASDI  trust  funds  off-budget  was  an  important 
act  of  the  last  Congress  in  protecting  Social  Security  from  misuse 
and  political  manipulation.  As  you  know,  the  Social  Security  trust 
funds  are  currently  building  a  large  reserve,  and  previously  this  re- 
serve was  being  misused  to  mask  the  size  of  the  Federal  deficit. 
Trust  fund  moneys,  which  provide  OASDI  benefits  and  administra- 
tive expenses  are  not  a  part  of  the  general  revenue  budget  and 
should  not  be  counted  as  such.  The  beneficiaries  of  the  OASDI 
system  have  the  right  to  an  honest  accounting  of  their  funds. 

Despite  the  fact  that  the  program  has  been  in  surplus,  Social  Se- 
curity Administration  staffing  levels  have  been  reduced  21  percent 
since  fiscal  year  1986,  from  80,000  in  staff  to  only  63,000.  This  is  an 
insufficient  number  of  employees  to  perform  the  duties  required, 
and  needs  to  be  rectified.  We  need  human  beings  to  answer  ques- 
tions and  solve  problems,  Mr.  Chairman,  and  not  busy  800  num- 
bers. 

Mr.  Chairman,  as  you  know,  savings  in  Social  Security  adminis- 
trative expenses  do  not,  in  fact,  reduce  the  Federal  deficit  or  make 
funds  available  for  other  programs  under  the  domestic  discretion- 
ary budget  caps,  as  my  colleague  here  has  noted.  It  is  simply  wrong 
to  expose  the  Social  Security  Administration  to  budgetary  cuts 
which  are  arbitrary  and  have  nothing  to  do  with  the  financial 
health  of  the  OASDI  trust  funds. 

On  the  issue  of  establishing  the  Social  Security  Administration 
as  an  independent  agency,  the  council  is  in  strong  support  of  this 
provision  of  your  legislation.  An  independent  Social  Security 
agency  administered  by  a  bipartisan  board  will  have  positive  re- 
sults, greater  efficiency  in  administering  Social  Security  programs, 
and  increase  public  confidence  in  Social  Security,  as  well  as  reduce 
political  pressures  on  the  programs. 

We  believe  that,  along  with  increased  efficiency,  the  creation  of 
an  independent  agency  would  provide  the  system  with  a  more 
stable  and  continuous  administration  and  leadership.  The  inde- 
pendence and  continuity  would,  in  turn,  add  to  the  integrity  and 
dependability  of  the  system.  Treating  Social  Security  like  any  other 
Government  program  within  the  Department  of  HHS  limits  public 
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understanding  and  support  and  it  is  viewed  as  just  another  of 
many  monolithic  programs. 

Finally,  the  creation  of  a  separate  agency  with  a  bipartisan 
board  would  help  insure  that  Social  Security  is  removed  from  the 
partisan  political  arena  and  will  not  suffer  due  to  changes  in  presi- 
dential administrations. 

We  also  support  the  increases  in  benefits  for  widows  who  are 
under  age  65  when  their  spouses  die.  Widows  tend  to  be  particular- 
ly dependent  on  Social  Security  for  income  support.  Over  a  third  of 
elderly  women  living  alone  are  dependent  on  Social  Security  for  90 
percent  or  more  of  their  income,  and  over  70  percent  of  the  elderly 
living  in  poverty  are  women,  and  this  is  increasingly  the  case  as 
time  goes  on. 

Last,  there  is  the  issue  of  the  relaxation  of  the  Social  Security 
retirement  test.  The  NCSC  has  testified  before  the  Social  Security 
Subcommittee  on  numerous  occasions  on  this  matter.  Our  position 
continues  to  be  that  we  oppose  abolition  of  the  retirement  test, 
though  we  can  support  a  modest  relaxation,  if  it  does  not  divert 
funds  from  other  aspects  of  the  Social  Security  system  or  reduce 
the  reserve.  This  legislation  responds  to  this  concern,  by  providing 
revenue  to  finance  the  increase. 

We  feel  that  the  initial  $1,200  is  acceptable.  We  are  not  in  sup- 
port, however,  of  the  second-year  increase  of  $1,800,  because  we 
feel  this  is  an  excessive  amount,  especially  in  light  of  the  other  in- 
creases that  Congress  has  voted  in  recent  years,  and  we  would  like 
to  see  the  evaluation  of  the  results  of  the  first  increase  under  your 
bill. 

Let  me  state,  however,  that  our  support  of  any  relaxation  of  the 
retirement  test  is  conditional  on  the  increase  in  the  Social  Security 
wage  base.  Should  this  provision  be  dropped  from  the  bill  and  fi- 
nancing come  from  a  raid  on  the  trust  fund  reserve  or  reduction  in 
other  benefits,  NCSC  would  oppose  relaxing  the  retirement  test. 

Finally,  NCSC  notes  that  raising  the  retirement  test  also  by  law 
raises  the  substantial  gainful  activity  test  for  the  blind  receiving 
Social  Security  disability  insurance,  though  it  does  not  do  so  for 
other  disabled  SSDI  recipients.  We  support  amending  the  legisla- 
tion, so  to  use  the  same  SGA  test  for  both  blind  and  disabled  per- 
sons. This  new  SGA  amount  should  be  equivalent  to  the  Social  Se- 
curity retirement  test. 

I  would  be  happy  to  answer  any  questions.  Thank  you. 

[The  prepared  statement  follows:] 


82 


Statement  of 


Daniel  J.   Schulder,  Director  of  Legislation 

National  Council  of  Senior  Citizens 

Good  morning  Chairman  Jacobs  and  Members  of  the  Sub- 
committee on  Social  Security.  My  name  is  Daniel  J.  Schulder 
and  I  am  the  Director  of  Legislation  of  the  National  Council  of 
Senior  Citizens   (NCSC) . 

The  National  Council  is  a  five-million  member  advocacy 
organization  with  over  5,000  local  clubs  and  Councils 
throughout  the  United  States.  I  am  pleased  to  be  here  today  to 
represent  the  views  of  our  members.  NCSC  strongly  supports  the 
legislation  Chairman  Rostenkowski  has  introduced  and  that  you, 
Chairman  Jacobs,  have  co-sponsored.  The  legislation  addresses 
a  number  of  long-standing  concerns  of  NCSC  and  adds  needed 
improvement  and  protections  to  the  Social  Security  program. 
Let  me  briefly  review  some  of  the  provisions. 

Transferring  the  Old  Age,  Survivors  and  Disability 
Insurance  (OASDI)  Trust  Funds  off-budget  was  an  important  act 
of  the  last  Congress  in  protecting  Social  Security  from  misuse 
and  political  manipulation.  As  you  know,  the  Social  Security 
Trust  Funds  are  currently  building  a  large  reserve. 
Previously,  this  reserve  was  being  used  to  cause  the  Federal 
budget  deficit  to  appear  smaller  than  it  actually  was.  Trust 
Fund  monies,  which  provide  the  revenue  source  for  both  OASDI 
benefits  and  administrative  expenses,  are  not  part  of  the 
General  Revenue  budget  and  should  not  be  counted  as  such.  The 
beneficiaries  of  the  OASDI  system  have  the  right  to  an  honest 
accounting  of  their  funds. 

This  is  not  just  an  important  canon  of  trustworthy  book- 
keeping. Keeping  administrative  expenses  on-budget  has  a 
direct  impact  on  retirees,  the  disabled,  and  other  persons 
affected  by  Social  Security.  Despite  the  fact  the  program  has 
been  in  surplus,  Social  Security  Administration  staffing  levels 
have  been  reduced  21  percent  since  Fiscal  Year  1986  —  from 
80,000  FTEs  to  only  63  ,000.  This  is  an  insufficient  number  of 
employees  to  perform  the  duties  required,  and  needs  to  be 
rectified. 

Mr.  Chairman,  as  you  know,  savings  in  Social  Security 
administrative  expenses  do  not,  in  fact,  reduce  the  Federal 
budget  deficit  or  make  funds  available  for  other  programs  under 
the  domestic  discretionary  budget  caps.  In  1990,  for  example, 
SSA  suffered  a  2.41  percent  budget  cut  due  to  the  sequester, 
adding  to  the  problems  the  agency  has  faced  in  fulfilling  its 
duties.  Yet  this  budget  cut  simply  returned  dollars  to  the 
Trust  Funds.  It  did  not  in  any  way  serve  the  purpose  of  the 
sequester — that  is,  to  reduce  the  deficit. 

Mr.  Chairman,  I  ask  you,  how  can  real  human  beings  be 
denied  the  benefits  they  are  entitled  to,  on  the  basis  of  their 
payroll  contributions,  because  of  an  illusionary  and  illogical 
accounting  and  budgeting  trick  imposed  upon  a  self-financed 
social  insurance  system. 

It  is  simply  wrong  to  expose  the  Social  Security 
Administration  to  budgetary  cuts  which  are  arbitrary  and  have 
nothing  to  do  with  the  financial  health  of  the  OASDI  Trust 
Funds . 

On  the  issue  of  establishing  the  Social  Security 
Administration  as  an  independent  agency,  the  National  Council 
of  Senior  Citizens  is  in  strong  support  of  this  provision. 

An  independent  Social  Security  agency,  administered  by  a 
bipartisan  board,  will  have  positive  results:  greater  efficiency 
in  administering  Social  Security  programs;  increased  public 
confidence  in  Social  Security;  and  reduced  political  pressures 
on  the  program. 

We  feel  that  the  creation  of  an  independent  agency  to 
administer  Social  Security  and  to  manage  its  large  workforce 
would  resolve  many  of  the  internal  management  problems 
currently   facing   SSA   and  would   help   guarantee   that   the  Social 
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Security  system  is  managed  in  the  most  non-political  and 
efficient  manner  possible.  Experience  has  shown  that  the 
Social  Security  Administration's  lack  of  control  of  its 
programs,  its  resources,  its  budgets  and  its  policy  results  in 
an  inability  to  be  run  effectively.  Naturally,  it  is  the 
beneficiaries  who  suffer  the  consequences  of  this  inefficiency. 

We  believe  that,  along  with  increased  efficiency,  the 
creation  of  an  independent  agency  would  provide  the  Social 
Security  system  with  more  stable  and  continuous  administration 
and  leadership.  This  independence  in  the  integrity  and 
dependability  of  the  system  and  continuity  would  in  turn  add  to 
the  public  confidence  in  the  system.  Treating  Social  Security 
like  any  other  government  program  within  the  Department  of 
Health  and  Human  Services  limits  public  understanding  and 
support  for  it;  it  is  just  viewed  as  part  of  the  monolithic 
Federal  bureaucracy.  Creating  a  separate  agency  would  help 
reinforce  to  the  public  that  Social  Security  is  a  self- 
contained,  self-financed  system,  and  is  not  just  like  any  other 
government  program.  This  agency's  existence  would  be  visible 
proof  that  Social  Security  is  an  ongoing  insurance  and 
retirement  program,  one  that  will  continue  for  years  to  come, 
and  is  not  just  another  domestic  program  to  be  reduced  or 
expanded  at  the  whims  of  the  government  or  a  political  party. 

Finally,  creation  of  a  separate  agency  with  a  bipartisan 
board  would  help  ensure  that  Social  Security  is  removed  from 
the  political  arena  and  will  not  suffer  due  to  changes  in 
presidential      administrations.  Social      Security     would  be 

insulated  from  sudden  policy  shifts.  Fluctuations  in  politics 
and  policy  undermine  both  the  program  and  the  public's 
confidence  in  it,   as  we  have  seen  all  too  often  in  recent  years. 

NCSC  supports  the  increase  in  widows'  benefits  who  are 
under  65  when  their  spouses  die.  Widowed  women  tend  to  be 
particularly  dependent  on  Social  Security  for  income  support 
during  their  retirement  life.  Over  a  third  of  elderly  women 
living  alone  are  dependent  on  Social  Security  for  90  percent  or 
more  of  their  income.  And  over  70  percent  of  the  elderly 
living  in  poverty  are  women.  This  is  increasingly  the  case  as 
women  age . 

Lastly,  there  is  the  issue  of  the  relaxation  of  the  Social 
Security  Retirement  test.  The  National  Council  of  Senior 
Citizens  has  testified  before  the  Social  Security  Subcommittee 
on  numerous  occasions  on  this  matter.  Our  position  continues 
to  be  that  we  oppose  abolition  of  the  retirement  test,  though 
we  can  support  a  modest  relaxation  if  it  does  not  divert  funds 
from  other  aspects  of  Social  Security  or  reduce  the  reserve. 
This  legislation  responds  to  this  concern  by  providing  revenue 
to  finance  the  increase.  NCSC  feels  the  initial  $1,200  is 
acceptable.  We  are  not  in  support,  however,  of  the  second  year 
increase  of  the  retirement  test  as  we  feel  this  is  an  excessive 
amount,  particularly  in  light  of  the  increases  that  Congress 
has  voted  for  in  recent  years. 

Let  me  state,  however,  that  our  support  for  any  relaxation 
of  the  retirement  test  is  conditional  on  the  increase  in  the 
Social  Security  wage  base.  Should  this  provision  be  dropped 
from  the  bill  and  financing  come  from  a  raid  on  the  trust  fund 
reserve,  or  reduction  in  benefits,  NCSC  would  oppose  relaxing 
the  retirement  test. 

Additionally,  NCSC  notes  that  raising  the  retirement  test 
also,  by  law,  raises  the  Substantial  Gainful  Activity  (SGA) 
test  for  the  blind  receiving  Social  Security  Disability 
Insurance  (SSDI)  ,  though  it  does  not  do  so  for  other  disabled 
SSDI  recipients.  NCSC  supports  amending  the  legislation  so  to 
use  the  same  SGA  test  for  both  blind  and  disabled  persons.  This 
new  SGA  amount  should  be  equivalent  to  the  Social  Security 
retirement  test. 

Mr.  Chairman,  I  would  be  happy  to  answer  any  questions  you 
or  the  other  members  of  the  Subcommittee  may  have. 
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Chairman  Jacobs.  Thank  you. 
Ms.  Jones. 

STATEMENT  OF  MARY  GARDINER  JONES,  MEMBER,  BOARD  OF 
DIRECTORS,  AND  CHAIR,  PUBLIC  POLICY  COMMITTEE,  OLDER 
WOMEN'S  LEAGUE 
Ms.  Jones.  Thank  you. 

Good  morning,  Mr.  Chairman,  Mr.  Bunning.  Thank  you  so  much 
for  permitting  OWL  to  testify  here  this  morning.  I  am  a  member  of 
the  Older  Women's  board  of  directors  and  chair  of  its  public  policy 

committee. 

OWL,  as  you  know,  is  the  first  national  grassroots  membership 
organization  to  focus  exclusively  on  issues  of  concern  to  midlife  and 
older  women.  One  of  our  major  priority  agenda  items  is  reforming 
the  Social  Security  law,  so  that  it  comes  into  a  closer  relationship 
to  the  realities  of  older  women  today,  and  the  family  and  poverty 
situations  that  so  many  older  women  confront  as  they  age. 

We  are  pleased  to  testify  here  this  morning  in  support  of 
H.R.  2838  as  another  important  step  in  addressing  some  of  the  seri- 
ous inequities  that  older  women  face  as  they  age. 

It  is  a  tragic  fact  that,  today,  millions  of  women  spend  their  older 
years  in  poverty.  To  many  older  women,  widowhood  means  not  just 
the  loss  of  a  loved  one,  not  just  loneliness,  but  it  means  poverty  or 
near  poverty.  As  a  result,  we  are  very  happy  to  see  H.R.  2838  pro- 
pose a  decrease  in  the  actuarial  reduction  in  widows'  benefits  for 
those  who  first  file  for  these  benefits  at  age  60.  It  is  a  small,  but 
important  step  to  increase  the  retirement  benefits  for  widows 
forced  to  take  this  step.  Thousands  of  widows  must  draw  benefits 
before  age  65,  because  they  have  no  other  sources  of  income.  This 
is  not  a  matter  of  choice  for  them,  this  is  an  absolute  necessity. 

According  to  the  Social  Security  Administration,  in  1989,  over 
186,000  widows  between  the  age  of  60  and  64  received  Social  Securi- 
ty benefits  for  the  first  time,  and  half  of  these  women  retired  at 
age  60.  Minority  widows  are  especially  likely  to  be  poor.  Nearly  43 
percent  of  minority  widows  are  poor,  compared  to  16  percent  of 
white  widows,  and  black  women  are  more  likely  than  white  women 
to  take  the  reduced  benefits  associated  with  early  retirement. 
Nearly  66  percent  start  drawing  Social  Security  before  the  age  of 
65,  again  not  a  matter  of  choice  for  them,  but  as  a  matter  of 
necessity. 

So,  your  bill,  in  decreasing  the  actuarial  reduction,  will  mean  a 
great  deal  to  these  widows.  Even  though  it  seems  like  a  small 
amount  to  many  of  us  sitting  around  this  table,  it  can  make  the 
difference  to  them  in  terms  of  drugs  that  they  can  purchase  and 
doctors  that  they  can  see. 

In  our  written  testimony,  we  have  some  other  suggestions  for 
areas  that  we  think  the  committee  should  act  on,  in  order  to  elimi- 
nate some  of  the  inequities  that  women  face,  but  I  will  leave  that 
to  my  written  testimony,  which  I  hope  will  be  made  a  part  of  the 
written  record. 

We  also  support  your  elimination  of  the  7-year  rule  for  disabled 
widows.  This  rule  originally  was  based  on  the  rationale  that  a 
widow  would  be  able  to  earn  her  own  worker  benefit  after  7  years. 
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The  reality  is  that  widows  in  their  late  50's  cannot  accumulate  a 
work  history  sufficient  to  provide  their  own  disabled  worker  bene- 
fits. We  strongly  support  the  elimination  of  this  7-year  rule  for  dis- 
abled widows. 

We  earnestly  request,  this  committee,  however,  to  look  at  what 
seems  to  be  an  anomaly  in  the  bill,  where  these  widows  who  were 
on  SSI  may  stand  to  lose  their  Medicaid.  I  know  the  committee  has 
seen  to  it  that  this  does  not  happen  in  the  care  of  disabled  widows 
taking  advantage  of  the  actuarial  reduction  in  their  benefits.  We 
urge  you  to  look  at  providing  this  same  exemption  for  the  disabled 
widows  benefiting  from  the  elimination  of  the  7-year  rule. 

On  the  increase  in  the  retirement  test  for  the  working  elderly, 
we  are  very  concerned  that  any  across-the-board  increase  in  the  re- 
tirement earnings  permitted  could  be  very  costly.  We  are  con- 
cerned that  it  could  go  to  benefit  widows  and  retirees  who,  in  fact, 
do  not  need  the  income.  For  that  reason,  we  would  suggest  that 
this  committee  consider  making  an  exception  for  the  retirement 
earnings  test  for  low-income  retirees. 

We  have  a  proposal  to  suggest  to  you:  that  you  limit  the  outline 
definition  of  retirement  or  provision  exception  be  it  for  individuals 
with  no  more  than  16  quarters  of  coverage  during  the  years  be- 
tween their  30th  and  50th  birthday,  who  were  not  employed  in  a 
job  not  covered  by  Social  Security  during  that  period.  In  other 
words,  we  are  concerned  that  there  are  many,  women  particularly, 
who  have  to  be  out  of  the  work  force  who  have  very  low-income 
retirement  benefits,  who  actually  need  to  work  in  order  to  make 
ends  meet  and  avoid  poverty.  We  would  like  to  see  the  retirement 
earnings  test  limited  to  those  retirees  who  actually  need  it. 

Just  a  word  on  SSA  as  an  independent  agency:  As  a  former  Fed- 
eral Trade  Commissioner,  I  may  have  some  bias  in  favor  of  admin- 
istrative agencies,  but  there  has  been  a  history  in  this  country 
that,  for  accepted  national  policies  we  relegate  their  implementa- 
tion to  independent  agencies  who  could  then  look  at  the  issues  sur- 
rounding their  implementation  in  terms  of  their  expertise,  rather 
than  in  terms  of  any  political  concerns  arising  from  policies  that 
are  not  related  to  Social  Security. 

I  think  the  Congress  would  find  that  an  independent  agency 
would  make  the  kinds  of  impartial  studies  that  you  need  to  inform 
your  legislative  decisions  on  statutory  changes  that  may  be  re- 
quired. If  there  was  dissent  among  the  commissioners,  you  would 
get  the  benefit  of  the  thinking  and  rationale  of  those  dissents.  In 
other  words,  you  would  get  a  quasi-judicial  approach  to  a  lot  of  the 
issues  that  you  are  trying  to  look  at.  I  certainly  would  recommend 
that  you,  in  fact,  make  the  Social  Security  Administration  an  inde- 
pendent agency.  I  think  you  would  find  it  serves  Congress'  needs 
and  the  needs  of  the  American  public  in  the  best  possible  way. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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CHAIRMAN  JACOBS  AND  DISTINGUISHED  MEMBERS  OF  THE  SUBCOMMITTEE: 

Thank  you  for  providing  the  Older  Women's  League  (OWL)  the 
opportunity  to  testify  today.  OWL  commends  the  chairman  for  his 
continued  leadership  to  improve  Social  Security  for  the  elderly  and 
the  disabled. 

My  name  is  Mary  Gardiner  Jones.  I  am  a  member  of  OWL'S  board 
of  directors.  Founded  in  1980,  OWL  is  the  first  national 
grassroots  membership  organization  to  focus  exclusively  on  issues 
of  concern  to  midlife  and  older  women.  Through  education, 
research,  and  advocacy,  we  work  for  public  policy  changes  to  reduce 
the  inequities  women  face  as  they  age. 

OWL  has  pledged  itself  to  work  for  reform  of  the  Social 
Security  system  so  that  it  more  equitably  and  adequately  reflects 
the  current  work  and  life  patterns  of  all  women.  We  also  have  a 
special  concern  for  the  millions  of  older  women  near  or  below  the 
poverty  level.  We  advocate  for  significant  improvements  in  Social 
Security  and  SSI  eligibility  and  benefits  for  these  low-income 
women. 

Drafted  more  than  50  years  ago,  the  Social  Security  program 
best  protects  families  that  consist  of  a  lifelong  breadwinner,  a 
lifelong  homemaker,  and  children.  It  is  a  system  that  primarily 
rewards  male  workers  and  treats  women  as  dependents  of  those 
workers.  Because  women's  wages  continue  to  lag  significantly  behind 
men's  and  because  women  continue  to  be  the  primary  caregivers  of 
both  children  and  adults,  they  continue  to  rely  on  the  benefits 
provided  dependents  under  this  program.  However,  these  benefits 
are  woefully  inadequate  for  their  needs. 

OWL  supports  the  Social  Security  Trust  Fund  and  Benefits 
Improvement  Act  of  1991  (HR  2838)  and  commends  the  Subcommittee's 
efforts  to  improve  the  quality  of  life  for  older  women  by 
increasing  the  widow's  benefit  and  eliminating  the  seven-year  rule 
for  disabled  widows.  Within  certain  limits  on  eligibility,  OWL 
also  supports  loosening  the  retirement  test.  We  support  all  the 
above  as  measures  that  will  help  relieve  widows'  poverty.  We  also 
urge  the  Subcommittee  to  consider  additional  recommendations  to 
assure  adequate  income  and  fairness  to  this  most  needy  population. 


1 .  Increase  the  widow's  benefit  for  widows  who  retire  before  age  65 

HR  2838  provides  for  a  decrease  in  the  actuarial  reduction  in 
widows'  benefits  for  those  who  file  for  widow's  benefits  prior  to 
age  65.  Under  current  law,  a  widow  who  first  files  for  benefits  at 
age  60  receives  a  benefit  equal  to  71.5%  of  the  amount  she  would 
have  received  if  she  had  delayed  applying  until  age  65.  Under  the 
legislation,  the  current  reduction  factor  of  28.5%  would  be  reduced 
to  25%,  so  that  a  60  year  old  widow  would  receive  a  benefit 
equalling  75%  of  the  amount  she  would  have  received  had  she  waited 
until  age  65  to  retire. 

Most  American  women  will  live  out  their  lives  as  widows. 
Currently,  over  half  of  all  women  age  65  and  over  are  widows,  and 
annually,   about  100,000  women  become  widows.1 
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For  many  older  women,  widowhood  means  instant  poverty.  Of 
the  8.8  million  elderly  people  who  lived  alone  in  1987, 
approximately  80%,  or  5.9  million,  were  elderly  widows.  Of  this 
group,  about  1.1  million  were  widows  living  on  incomes  below 
$5,393,  the  poverty  level  for  that  year.  An  additional  1.5  million 
belonged  to  the  "near  poor"  struggling  to  exist  on  an  income  under 
150%  of  the  poverty  level,   or  $8,090  per  year. 

Approximately  one  half  of  widows  become  poor  only  upon  the 
death  of  their  husbands.  Their  husbands  tend  to  retire  early 
because  of  poor  health.  The  resulting  loss  of  earnings,  as  well  as 
medical  and  funeral  expenses  deplete  the  resources  available  to  the 
widows.  The  husband's  death  may  ultimately  mean  the  loss  of  his 
pension  income,   as  well. 

Minority  widows  are  especially  likely  to  live  in  poverty. 
Nearly  43%  of  minority  widows  are  poor,  compared  to  16%  of  white 
widows.  Black  women  are  more  likely  than  white  women  to  take  the 
reduced  benefits  associated  with  early  retirement:  almost  66%  start 
drawing  Social  Security  before  age  65. 

Nearly  70%  of  all  unmarried  older  women  rely  on  Social 
Security  as  their  primary  source  of  income.  Because  they  are  more 
likely  to  work  in  small  businesses,  for  lower  pay,  and  part  time, 
comparatively  few  are  covered  by  pensions  on  their  own  work  records 
(23.5%  as  compared  to  46%  of  men) .  Pension  plans  are  only  required 
to  offer  widow  benefits  of  half  the  amount  received  while  the 
husband  was  alive.  Currently,  only  three  percent  of  women  are 
actually  receiving  a  surviving  spouse  pension  benefit.  Older  women 
of  color  are  particularly  likely  to  rely  on  Social  Security  because 
pension  coverage  is  not  available  to  them. 


Thousands  of  widows  must  draw  benefits  before  age  65  because 
they  have  no  other  source  of  income.  According  to  the  Social 
Security  Administration,  in  1989,  over  186,000  widov/s  between  the 
ages  of  60  and  64  received  Social  Security  benefits  for  the  first 
time.     92,100  of  these  women  retired  at  age  60. 

However,  Social  Security  coverage  for  older  women  in  general, 
and  for  widows  in  particular,  is  far  from  adequate.  In  1989,  the 
average  Social  Security  benefit  for  widows  taking  "early 
retirement"  was  $485.70  per  month.  In  fact,  43.3%  of  all  widows 
received  monthly  Social  Security  benefits  below  $500  per  month  in 
1989.  This  amount  places  them  below  the  1989  poverty  level  of 
$5,980  per  year,   or  $498.33  per  month. 

Black  and  minority  widows  face  a  particularly  grim  retirement 
because  they  must  attempt  to  live  on  benefits  that  are  even  lower. 
In  1989,  black  widows  received  an  average  monthly  benefit  of 
$396.80  per  month,  while  other  minority  widows  received  an  average 
monthly  benefit  of  $408.50. 

Disabled  widows  suffer  even  greater  poverty.  Their  average 
1989  monthly  Social  Security  benefit  was  $367.90.  Again,  the 
average  benefit  received  by  disabled  women  of  color  was  even  lower: 
$320.70  for  black  women  and  $307.30  for  other  minority  women. 

The  actuarial  reduction  as  it  is  currently  written  contributes 
to  the  poverty  of  both  disabled  and  nondisabled  widov/s.  For 
example,  a  nondisabled  widow  retiring  at  age  60  receives  only  71.5% 
of  the  amount  she  would  have  received  if  she  had  delayed  her 
application  until  age  65.  (She  receives  a  lesser  reduction  for  each 
year  she  delays  retirement.)  Once  she  files  for  the  reduced 
benefit,  she  receives  that  benefit  amount,  plus  cost-of-living 
adjustments,  for  the  rest  of  her  life.  The  widow  of  a  man  who 
retires  and  draws  his  Social  Security  benefits  early  has  her 
benefit  even  further  reduced.  For  example,  the  widow  of  a  man  who 
retires  at  age  62  receives  only  82.5%  of  his  benefit.  Early 
retirement,  which  is  likely  to  be  her  only  option,  condemns  her  to 
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poverty  for  the  rest  of  her  life. 

OWL  supports  the  proposed  decrease  in  the  actuarial  reduction 
factor  for  both  disabled  and  nondisabled  widows.  We  understand 
that  the  decrease  would  result  in  an  average  monthly  increase  of 
$27  for  nondisabled  and  $20  for  disabled  widows  in  1993.  These 
amounts  represent  a  small  but  significant  increase  for  some  of  the 
poorest  older  women  in  this  country.  The  2.6  million  living  near 
or  below  the  poverty  level,  and  minority  and  disabled  widows  in 
particular,  will  benefit  from  even  a  small  increase  in  their 
monthly  checks. 

For  many  disabled  widows,  receipt  of  Medicaid  is  even  more 
important  than  the  extra  income  coming  from  the  reduction  in  the 
actuarial  reduction.  The  chronic  illnesses  qualifying  them  for 
disability  benefits  mean  increased  medical  expenses.  We  therefore 
commend  the  bill's  sponsors  for  including  language  allowing 
disabled  widows  to  retain  their  Medicaid  eligibility  despite 
increases  in  income  resulting  from  the  enactment  of  this  bill. 

Millions  of  widowed  older  women,  disabled  and  nondisabled, 
depend  exclusively  on  Social  Security  for  adequate  income  during 
retirement.  This  is  particularly  true  of  black  and  other  minority 
women.  However,  the  Social  Security  benefits  they  do  receive  are 
not  adequate  for  their  needs.  We  therefore  support  the  decrease  in 
the  actuarial  reduction  as  a  step  toward  providing  adequate  income 
in  retirement  for  this  especially  needy  population. 

We  must  point  out,  however,  that  other  solutions  can  and 
should  be  developed  to  eliminate  the  poverty  of  disabled  and 
nondisabled  widows  permanently.   These  include  the  following: 


1)  Allow  married  couples  the  choice  of  receiving  reduced 
Social  Security  benefits  while  both  are  living,  so  that  the 
surviving  spouse  may  receive  greater  benefits  than  under 
current  law;  Social  Security  is  a  system  of  worker  and 
dependent  benefits.  Under  current  law,  retired  couples  receive 
relatively  high  benefits  consisting  of  the  husband's 
relatively  high  benefit  plus  the  wife's  much  lower  spousal 
benefit  or  benefits  based  on  her  own  work  record.  When  her 
husband  dies,  the  widow  loses  much  of  the  family  income, 
because  she  may  receive  only  the  equivalent  of  her  husband's 
Social  Security.  She  may  also  lose  his  pension  benefit.  Under 
this  option,  couples  would  trade  a  higher  standard  of  living 
while  the  husband  is  alive  for  a  less  drastic  reduction  in 
income  after  the  husband's  death.  The  option  would  protect 
those  poor  widows  who  were  not  poor  before  widowhood. 


2)  Provide  dependent  care  credits.  Too  many  widows  must  rely 
on  the  widow's  benefit  rather  than  their  own  work  record 
because  they  have  left  the  work  force  to  care  first  for 
children  and  later  for  ailing  parents  or  spouses.  Social 
Security  currently  factors  in  so-called  "zero  years"  when 
calculating  the  benefits  of  women  who  have  taken  extended 
periods  of  time  away  from  work  to  fulfill  caregiving 
responsibilities.  Adding  zero  years  to  the  calculation  results 
in  lowered  benefits.  We  recommend  the  exclusion  of  up  to  10 
years  in  which  the  worker  was  caring  for  a  child  or  dependent 
relative  and  had  no  or  minimal  covered  earnings  from  the 
computation  of  Social  Security  benefits  so  that  caregivers, 
most  of  whom  are  women,  will  have  adequate  income  at 
retirement. 


3)  Allow  working  widows  to  earn  delayed  retirement  credits  A 

widow  who  is  over  65  and  is  working  rather  than  drawing 
widow's  benefits  is  unlikely  to  receive  delayed  retirement 
credits  (DRC's)   for  foregoing  benefits  past  age  65.     She  will 
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accumulate  DRC's  on  her  own  work  record,  but  these  will  be 
lost  once  she  retires,  since  at  that  time  she  will  draw  the 
higher  of  her  widow's  benefit  or  her  own  work  record.  Most 
often,  the  widow's  benefit  is  higher.  The  lav/  should  be 
amended  to  allow  the  DRC's  calculated  on  her  record  to  be 
added  to  her  widow's  benefit. 


2 .   Eliminate  the  seven-year  rule  for  disabled  widow's  benefits 

OWL  supports  the  elimination  of  the  seven-year  rule  for 
disabled  widows.  Under  current  law,  a  disabled  widow  age  50  -  59 
is  not  eligible  for  widow's  benefits  if  her  disability  began  more 
than  seven  years  after  the  date  of  the  spouse's  death  or  more  than 
seven  years  after  entitlement  to  mother's  benefits  paid  to  a  widow 
who  has  a  child  under  16  in  her  care. 

The  original  rationale  for  this  rule  was  that  widows  should  be 
able  to  earn  their  own  worker  benefit  after  seven  years.  However, 
increased  work  force  participation  requirements  to  qualify  for 
benefits  means  that  widows  in  their  late  50s  could  work  every  day 
after  widowhood  past  the  seven-year  eligibility  period  and  still 
not  accumulate  a  work  history  sufficient  to  provide  their  own 
disabled  worker  benefits.2 

In  1989,  65.3%  of  SSI  recipients  between  the  ages  of  55  and  64 
were  women,  and  176,600,  or  23.8%  of  all  recipients  in  this  age 
group  were  widowed.  Many  of  them  would  be  eligible  for  Social 
Security  disability  benefits  if  this  rule  were  repealed.  The  rule 
unfairly  discriminates  against  women  who  become  disabled  later  in 
life. 

Some  SSI  -  eligible  widows  in  this  age  group  will  lose  their 
eligibility  for  Medicaid  upon  receiving  Social  Security  Disability 
!  inefits.  Because  of  their  disabilities,  they  particularly  need 
medical  coverage.  It  is  critically  important  that  they  retain  their 
eligibility  for  Medicaid.  In  the  past,  Congress  has  allowed  three 
categories  of  SSI  recipients  to  retain  Medicaid  eligibility  after 
receiving  increases  in  Social  Security  benefits  making  them 
ineligible  for  SSI.  Two  of  these  categories  are  widows:  the  so- 
called  "COBRA  widows"  and  "Kennelly  widows."3  OWL  recommends 
including  language  in  H.R.  2838  protecting  the  Medicaid  eligibility 
of  those  widows  who  stand  to  lose  their  current  eligibility  for  SSI 
under  this  bill,  also. 


3 .   Increase  the  retirement  test  for  the  working  elderly 

H.R.  2838  would  increase  the  Social  Security  retirement 
earnings  test  for  individuals  age  65  -  69  by  $1,200  in  1992  and  by 
$3,000   in  1993. 

For  certain  retirees,  the  ability  to  work  is  essential.  Low 
income  retirees  need  opportunity  to  work  to  stay  out  of  poverty.  In 
1988,  nearly  1.3  million  women  age  65  and  over  worked.  Many  of 
them  did  so  because  they  could  not  afford  to  live  on  their  Social 
Security  benefits. 

Because  higher  earnings  limits  primarily  benefit  the 
wealthier  retirees  able  to  work  past  retirement,  OWL  does  not 
support  an  across  -  the  -  board  increase  in  the  earnings  limit.  We 
do,  however,  support  necessary  expenses  for  low-income  retirees. 
We  recommend  a  modification  that  would  waive  the  earnings  test  for 
a  person  with  no  more  than  16  quarters  of  coverage  during  the  years 
between  her/his  30th  and  50th  birthdays  and  who  was  not  employed  in 
a  job  not  covered  by  Social  Security  during  that  period.  This 
proposal  could  provide  relief  for  those  most  in  need,  including 
older  women  with  little  income,  savings,  and  the  prospect  of 
minimal  Social  Security  based  either  on  their  own  or  on  their 
spouses'  records. 
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4 .  Establishment  of  the  Social  Security  Administration  as  an 
independent  agency 

Under  H.R.  2838,  the  Social  Security  Administration  (SSA) 
would  be  made  an  independent  agency,  governed  by  a  three-member 
bipartisan  board  that  would  establish  policy  for  the  agency.  The 
agency  would  be  run  by  an  Executive  Director  appointed  by  the  board 
for  a  four-year  term. 

OWL  supports  making  SSA  an  independent  agency.  First, 
independence  would  ensure  that  decisions  affecting  millions  of 
Social  Security  beneficiaries,  most  of  whom  are  women,  could  be 
based  on  the  needs  of  those  beneficiaries  and  the  agency,  rather 
than  on  political  considerations.  Second,  it  would  mean  that  the 
agency  would  no  longer  need  to  compete  with  other  agencies  for 
funds  under  the  Department  of  Health  and  Human  Services  budget. 
Third,  it  would  allow  for  more  stable  leadership.  (Since  1973,  SSA 
has  had  ten  Commissioners  or  Acting  Commissioners  and  five 
reorganizations)  .  Stability  would  allow  the  agency  to  plan  from  a 
long-range  perspective.  Finally,  it  would  increase  public 
confidence  in  Social  Security  by  demonstrating  that  Congress  is 
committed  to  the  agency. 


5 .   Clarify  the  off-budget  status  of  Social  Security 

Under  H.R.  2838,  the  off-budget  status  of  Social  Security 
administrative  costs  would  be  clarified.  These  expenses  would  be 
treated  as  excluded  from  the  cap  on  overall  domestic  appropriations 
and  removed  from  Gramm-Rudman  calculations. 

OWL  supports  this  clarification.  During  the  1980's,  Social 
Security  underwent  a  21%  cut  in  personnel.  These  cuts  took  a 
serious  toll  on  the  ability  of  this  agency  to  fulfill  its 
commitment  to  serve  the  public,  including  older  women.  For 
example,  at  the  end  of  1990,  there  were  392,000  initial  disability 
cases  pending  in  the  states:  a  30%  increase  over  the  prior  year. 
SSA  is  being  required  to  assume  additional  responsibilities  without 
being  provided  with  additional  resources  to  handle  those 
responsibilities.  Access  to  local  Social  Security  offices  is 
hampered;  and  outreach  efforts  have  been  reduced. 

We     believe     that  Congress      intended     to     exclude  these 

administrative   expenses  from,  the   caps    authorized    in   the  Budget 

Enforcement  Act  of  1990.  Therefore,  we  urge  you  to  enact  this  very 
important  clarification. 

Much  still  needs  to  be  done  to  provide  greater  equity  for 
women  within  the  Social  Security  program  and  to  ensure  the 
stability  of  the  program.  The  provisions  of  H.R.  2838  represent 
steps  toward  those  goals.  Again,  we  thank  the  Chairman  for  the 
opportunity  to  testify  and  look  forward  to  working  with  him  and  his 
staff  to  improve  Social  Security  for  all. 

1 .  Old  and  Poor;  a  Critical  Assessment  of  the  Low-Income  Elderly, 
by  William  F.  Clark,  Anabel  0.  Pelham,  Marleen  I.  Clark,  Lexington 
Books,  1988. 

2.  To  be  fully  insured,  disabled  workers  must  have  worked  five  out 
of  the  last  10  years  and  one  year  out  of  every  fcnr  after  age  21. 
A  disabled  widow  at  age  55,  widowed  at  age  47,  having  worked  every 
day  since  widowhood,  with  no  previous  work  history,  would  not 
qualify  for  disabled  widow's  benefits  under  the  seven-year  rule  and 
would  not  have  enough  of  a  work  history  to  qualify  for  benefits  as 
a  disabled  worker. 

3.  "COBRA  widows"  are  a  group  of  disabled  widows  who  received  an 
increase  in  their  Social  Security  disability  benefits  under  the 
Consolidated  Omnibus  Budget  Reconciliation  Act  (COBRA)  of  1985. 
These  increases  and  cost-of-living  increases  made  them  ineligible 
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3.  "COBRA  widows"  are  a  group  of  disabled  widows  who  received  an 
increase  in  their  Social  Security  disability  benefits  under  the 
Consolidated  Omnibus  Budget  Reconciliation  Act  (COBRA)  of  1985. 
These  increases  and  cost-of-living  increases  made  them  ineligible 
for  Medicaid.  To  remedy  this  situation,  Congress  included  language 
in  COBRA  §12202  declaring  that  the  increases  and  the  COLAs  would  be 
disregarded  for  Medicaid  purposes. 

"Kennelly  widows"  include  disabled  widows  eligible  for  SSI  who 
lost  their  eligibility  for  that  program  upon  turning  60  and 
qualifying  for  the  widow's  retirement  benefit.  Under  the  Omnibus 
Budget  Reconciliation  Act  of  1987,  these  widows  were  deemed 
eligible  for  SSI  when  they  reach  age  60. 
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Chairman  Jacobs.  Thank  you,  Ms.  Jones. 
Mr.  Bunning. 

Mr.  Bunning.  Thank  you,  Mr.  Chairman. 

Mr.  Schulder,  may  I  ask  you,  did  I  understand  your  testimony 
correctly  that  you  would  be  in  favor  of  the  $1,200  increase  in  the 
first  year,  and  you  would  not  be  in  favor  of  the  $1,800  in  

Mr.  Schulder.  The  second  $1,800,  that  is  right. 

Mr.  Bunning.  Could  I  get  your  rationale  for  that  again? 

Mr.  Schulder.  On  the  basis  we  have  always  supported  some 
modest  liberalization  of  the  system,  this  would  provide  for  those 
who  earn  $15,000  another  $400  of  untaxed,  if  you  will,  income,  or 
they  would  not  lose  it.  We  think  that  is  a  sufficient  amount  of  ex- 
pansion, given  the  liberalizations  over  the  last  5  to  8  years,  yes. 

Mr.  Bunning.  Do  you  think  that  the  $9,700  plus  that  is  now  the 
earnings  test  between  65  and  69  is  a  sufficient  amount  of  earnings? 

Mr.  Schulder.  Broadly  speaking,  yes,  for  those  who  utilize  it, 
yes,  it  is.  I  think  that  the  studies  of  the  CBO,  the  Urban  Institute 
and  others  have  shown  that,  in  general,  those  who  will  benefit 
most  from  this  are  indeed  not  just  middle-income,  but  really  upper- 
middle-income  persons.  We  do  not  think  the  system  was  built  to 
continue  to  subsidize  such  persons  as  they  continue  to  work.  It  was 
made  for  those  persons  who  had  to  leave  the  workforce  as  a  conse- 
quence of  age  or  disability,  not  as  a  working  subsidy  or  an  annuity. 

Mr.  Bunning.  I  do  not  agree  with  that  at  all,  because  it  was 
done  in  the  1930's,  when  Social  Security  was  put  into  effect.  Of 
course,  we  have  expanded  it  to  $9,700-plus.  The  fact  of  the  matter 
is  that  we  are  talking  about  earned  income.  You  believe  that  $9,700 
is  a  sufficient  amount  for  anyone  to  be  able  to  earn  and  not  be  at 
the  poverty  level? 

Mr.  Schulder.  Clearly,  that  is  not  all  they  would  earn. 

Mr.  Bunning.  Of  course,  they  would.  We  are  talking  about 
earned  income,  besides  the  Social  Security. 

Mr.  Schulder.  Sure.  Also,  there  is  other  income  they  may  have, 
and  many  of  these  folks  who  would  best  benefit  from  an  abolition 
or  great  liberalization  of  the  program  do  have  unearned  income,  ac- 
cording to  the  CBO  study,  and  I  have  no  doubt  that — they  are  not 
talking  about  a  poverty  base  here,  they  are  talking  about  a  modest 
amount  of  money  that,  for  most  workers  in  their  sixties  and  seven- 
ties, is  a  sufficient  amount  of  money,  plus  their  Social  Security  ben- 
efits, yes. 

Mr.  Bunning.  I  do  not  want  to  be  argumentative,  but  the  CBO 
study  did  not  touch  base  with  the  statistical  base  of  those  who  earn 
$9,700  and  then  would  stay  in  the  work  force.  It  did  not  touch  it 
anywhere,  and  there  was  no  estimate  of  those  who  would  continue 
on  if  the  liberalization  occurred,  because  that  was  not  in  the  statis- 
tical data. 

Mr.  Schulder.  Well,  the  Urban  Institute  study,  published  in  the 

social  security  bulletin,  did,  in  fact,  discuss  this  

Mr.  Bunning.  Yes. 

Mr.  Schulder  [continuing].  And  found  that  there  was  no  signifi- 
cant increase  in  work-life  extension  as  a  result  of  the  prior  liberal- 
izations. 
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Mr.  Bunning.  It  is  marvelous  that  they  would  be  able  to  esti- 
mate those  people,  when  they  have  no  idea  how  many  would  stay 
in  or  wouldn't  stay  in. 

Mr.  Schulder.  Let  me  make  an  additional  suggestion  here,  that 
there  are  other  Federal  policies,  such  as  the  lack  of  services  under 
the  Job  Training  Partnership  Act,  for  people  in  their  forties,  fifties, 
sixties,  and  seventies,  the  lack  of  any  service  under  a  vocational 
education  program  for  older  adults.  We  have  very  few  incentives. 
We  do  not  enforce  the  Age  Discrimination  in  Employment  Act  in 
an  aggressive  manner,  so  that  people  can  continue  to  stay  in  the 
workforce  for  longer  periods  of  time.  I  am  suggesting  social  securi- 
ty penalties,  that  is,  the  limitation  on  earnings  is  not  the  prime 
reason  why  older  persons  do  not  continue  in  the  work  force. 
Mr.  Bunning.  Thank  you. 

Chairman  Jacobs.  As  a  cosponsor  of  the  bill,  I  think  I  would  like 
to  make  one  point  for  the  record.  At  various  times,  people  would 
refer  to  the  retirement  test  as  an  income  tax.  I  really  think  that 
concept  has  the  hind  part  before.  We  are  talking  about  benefits 
paid  by  the  taxpayers  to  individuals  when  we  are  talking  about  the 
Social  Security  retirement  benefits.  We  are  talking  about  benefits 
that  taxpayers  are  obliged  to  pay,  because  of  the  entitlement  which 
was  earned  by  contributions  to  the  Social  Security  system  through 
the  years. 

No  one  ever  paid  a  nickel  into  the  Social  Security  system  with- 
out the  condition  that  he  or  she  be  retired  in  order  to  collect  retire- 
ment benefits.  The  retirement  test  is,  in  fact,  a  definition  of  wheth- 
er one  is  retired,  and  it  is  rather  liberal,  as  things  stand  today,  be- 
cause it  says,  in  essence,  that  you  can  earn  about  $10,000  and  still 
claim  to  be  retired. 

I  say  that  as  a  preface  for  the  reason  that  there  is  a  difference 
between  this  bill  and  the  Senate  proposal.  The  Senate  proposal 
puts  all  the  money  into  liberalization  of  the  retirement  test.  This 
bill  splits  the  money,  that  is,  the  money  raised  by  the  Senate,  be- 
tween liberalization  of  the  retirement  test  and  enabling  early 
widows  to  receive  higher  benefits. 

Now,  the  profile  of  the  two  categories  is  quite  simple:  The  person 
who  receives  the  maximum  Social  Security  benefit  is  in  the  $20,000 
category  now,  if  you  add  the  amount  of  exempt  income  from  earn- 
ings and  the  other  $12,000  or  so  in  Social  Security.  The  woman  who 
was  widowed  at  61  years  old  and  is  now  85  may  have  only  Social 
Security,  so  the  comparison  is  rather  stark,  and  I  suppose,  in  the 
logic  of  the  Sermon  on  the  Mount,  the  division  would  not  be  equal, 
but  would  be  lopsided  toward  the  destitute  widow. 

We  thought  that  the  fair  compromise  in  this  controversy,  quite 
clearly  a  controversy,  was  to  divide  the  available  money  equally  be- 
tween liberalization  and  between  those  who  do  not  have  the  ability 
to  earn  $8,000  a  year,  but  are  destitute,  and,  as  Sinclair  Lewis  once 
said  of  his  employment  at  his  local  newspaper,  "are  getting  noth- 
ing a  week." 

I  think  we  are  under  a  mandate  to  go  to  the  floor  and  vote  right 
now,  so  we  thank  the  panel  for  its  contribution,  and,  in  the  manner 
of  General  Mac  Arthur,  we  shall  return. 
[Recess.] 

Chairman  Jacobs.  The  subcommittee  will  come  to  order. 
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Our  next  panel  consists  of  Families  USA,  Ms.  Lucia  DiVenere; 
National  Committee  to  Preserve  Social  Security  and  Medicare, 
Martha  McSteen;  and  the  former  Chief  Actuary  of  the  Social  Secu- 
rity Administration,  Robert  J.  Myers. 

We  are  pleased  that  all  of  you  are  here.  I  admire  you  all  and 
revere  Mr.  Myers. 

I  might  say  for  the  record  that,  as  everyone  knows,  we  have  an 
erratic  situation  over  on  the  floor  and  there  will  be  another  vote 
soon,  but  we  have  the  better  part  I  think  of  20  or  25  minutes,  so  we 
might  as  well  steam  ahead. 

Ms.  DiVenere. 

STATEMENT  OF  LUCIA  DiVENERE,  PUBLIC  POLICY  ASSOCIATE, 

FAMILIES  USA 

Ms.  DiVenere.  Thank  you,  Mr.  Chairman. 

Thank  you  for  the  opportunity  to  testify  before  you  today  in  sup- 
port of  legislation  that  you  and  Mr.  Rostenkowski  have  introduced, 
H.R.  2838,  to  make  significant  improvements  in  the  Social  Security 
program. 

Families  USA  advocates  on  behalf  of  low-  and  moderate-income 
senior  citizens.  As  you  know  from  testimony  we  have  previously 
presented  to  this  subcommittee,  Families  USA  has  long  been  op- 
posed to  efforts  to  liberalize  the  retirement  test,  due  to  the  regres- 
sive nature  of  these  proposals.  We  are  very  pleased,  however,  to  see 
your  serious  and  thoughtful  effort  to  include  provisions  that  will 
target  millions  of  individuals  who  are  clearly  in  need  of  help,  and 
to  finance  these  provisions  progressively. 

Your  legislation  would  also  make  fundamental  and  important 
improvements  in  the  autonomy  and  integrity  of  the  Social  Security 
Administration,  a  move  we  also  strongly  support. 

Your  legislation  would  moderately  liberalize  the  Social  Security 
earnings  or  retirement  test.  Our  arguments  against  earnings  test 
liberalization  are  set  forth  in  the  appendix  to  my  testimony.  Basi- 
cally, though,  these  proposals  would  disproportionately  benefit 
more  affluent  seniors,  rather  than  those  most  in  need  of  additional 
employment  or  benefit  income,  and  even  moderate  proposals  to  lib- 
eralize the  earnings  test  are  very  costly. 

For  these  reasons,  we  feel  strongly  that  liberalizing  the  retire- 
ment test  is  not  the  best  way  to  spend  limited  Federal  dollars, 
when  so  many  other  needs  are  going  unmet. 

Families  USA  strongly  supports  your  proposal  to  decrease  the  ac- 
tuarial reduction  and  eliminate  the  7-year  rule  for  widows.  Elderly 
persons  living  alone  suffer  poverty  rates  five  times  higher  than  el- 
derly couples,  and  poverty  among  elderly  Americans  living  alone 
afflicts  primarily  widowed  women.  Clearly,  this  is  a  population  in 
critical  need  of  assistance,  and  your  legislation  would  help  address 
this  need  of  more  than  3  million  older  women. 

The  three  provisions  just  mentioned  would  be  fully  financed 
under  your  bill  through  a  $3,000  increase  in  the  OASDI  wage  base 
by  1996.  Over  the  last  several  years,  the  wages  of  upper-income  in- 
dividuals have  increased  faster  than  those  of  middle-income  indi- 
viduals. As  a  result,  the  proportion  of  total  wages  covered  by  the 
Social  Security  payroll  tax  has  decreased.  H.R.  2838  would  help  re- 
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store  the  progressivity  of  Social  Security  financing  and  use  these 
funds  to  provide  needed  assistance  to  some  of  America's  poor- 
est elderly. 

Granting  the  SSA  independent  agency  status,  as  proposed  in 
your  bill,  would  help  remove  it  from  political  pressures  and  clarify- 
ing that  the  agency's  administrative  costs,  as  well  as  benefit  re- 
ceipts and  expenditures,  are  not  to  be  counted  in  the  domestic  ap- 
propriations cap  or  counted  in  deficit  calculations.  It  will  also  help 
shield  the  program  from  the  kind  of  heavy  staff  and  resource  cuts 
it  has  experienced  over  the  last  few  years.  These  cuts  can  cripple 
the  agency's  ability  to  well  serve  the  public  and  the  program's 
beneficiaries. 

In  summary,  Families  USA  applauds  your  effort  to  address  the 
needs  of  some  of  the  poorest  elderly  and  to  do  so  through  progres- 
sive financing,  and  we  wholeheartedly  support  your  bill. 

We  further  support  your  strong  commitment  to  ensuring  the  in- 
tegrity and  strengthen  the  Social  Security  program,  and  we  look 
forward  to  working  with  you  toward  enactment  of  these  proposals. 

Thank  you. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  LUCIA  DI  VENERE,  PUBLIC  POLICY  ASSOCIATE, 
FAMILIES  USA 

Mr.  Chairman, 

Thank  you  for  the  opportunity  to  testify  before  you  today  in 
support  of  legislation  you  and  Chairman  Rostenkowski  have 
introduced,   HR  2838,   the  Social  Security  Trust  Fund  Integrity  and 
Benefits  Improvement  Act  of  1991. 

Families  USA  advocates  on  behalf  of  low-  and  moderate-income 
senior  citizens.     As  you  know  from  testimony  we  have  previously 
presented  to  this  Subcommittee,   Families  USA  has  long  been 
opposed  to  efforts  to  liberalize  the  retirement  test,   due  to  the 
regressive  nature  of  these  proposals.     We  are  very  pleased, 
however,   to  see  your  serious  and  thoughtful  effort  to  include 
provisions  that  will  target  individuals  who  are  clearly  in  need 
of  help,   and  to  finance  these  provisions  progressively. 

Additionally,   your  legislation  would  make  fundamental  and 
important  improvements  in  the  autonomy  and  integrity  of  the 
Social  Security  Administration,   a  move  we  also  strongly  support. 

My  testimony  addresses  each  of  these  provisions. 


Liberalizing;  the  Social  Security  Earnings  Test 

Your  legislation  would  moderately  liberalize  the  Social  Security 
earnings,   or  retirement,  test.     Under  your  proposal,   the  limits 
would  increase  from  its  current  law  1992  level  of  $10,200  to 
$11,400,   and  increase  by  1996  from  $12,600  under  current  law  to 
$16, 200. 


Earnings  Test  Limits 

Current  Law 


1992  $10,200  $11,400 

1993  10,680  13,680 

1994  11,400  14,520 

1995  12,000  15,360 

1996  12,600  16,200 


Our  arguments  against  earnings  test  liberalization  are  fully  set 
forth  in  the  appendix  to  this  testimony.     Basically,   the  facts 
show  that  proposals  to  liberalize  the  retirement  test  would  not 
boost  senior  employment,   and  would  disproportionately  benefit 
more  affluent  seniors,   rather  than  those  most  in  need  of 
additional  employment  or  benefit  income.     And  even  moderate 
proposals  to  liberalize  the  earnings  test  are  very  costly.  For 
these  reasons,  we  feel  strongly  that  liberalizing  the  retirement 
test  is  not  the  best  way  to  spend  limited  federal  dollars  when  so 
many  other  needs  are  going  unmet. 


Decrease  the  Actuarial  Reduction  for  Filing  for  Widow(er)'s 
Benefits  Prior  to  Age  65 

Under  current  law,   aged  or  disabled  widow(er)s  who  file  for 
benefits  prior  to  age  65  have  their  benefits  permanently  reduced 
by  as  much  as  28.5  percent.      Your  legislation  would  change  the 
maximum  reduction  to  25  percent,   providing  an  immediate  benefit 
to  nearly  3  million  widows  currently  receiving  Social  Security 
benefits . 


Eliminate  the  7  year  Rule  for  Disabled  Widowfer) s 

Under  current  law,  a  disabled  widow(er)  age  50-59  is  not  eligible 
for  widow(er)'s  benefits  unless  the  disability  began  within  seven 
years  of  the  date  of  the  spouse's  death  or  unless  it  began  within 
seven  years  after  the  individual's  entitlement  to  parent's 
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benefits  ends.  Your  proposal  would  eliminate  this  limitation  on 
eligibility  for  disabled  widow's  benefits. 

Families  USA  strongly  supports  both  of  these  proposals,  to 
decrease  the  actuarial  reduction  and  eliminate  the  7  year  rule. 
Elderly  persons  living  alone  suffer  poverty  rates  five  times 
higher  than  elderly  couples  and  poverty  among  elderly  Americans 
living  alone  afflicts  primarily  widowed  women.     Clearly,   this  is 
a  population  in  critical  need  of  assistance  and  HR2838  would  help 
address  this  need. 


Increase  in  the  OASDI  Wage  Base 

The  three  provisions  just  mentioned,  the  earnings  test 
liberalization  and  the  two  widow(er)s  benefit  improvements,  would 
be  fully  financed  under  your  bill  through  a  $3,000  increase  in 
the  OASDI  wage  base  by  1996. 

Over  the  last  several  years  the  wages  of  upper  income  individuals 
have  increased  faster  than  those  of  middle  income  individuals. 
As  a  result,   the  proportion  of  total  wages  covered  by  the  Social 
Security  payroll  tax  has  decreased.     HR2838  would  help  restore 
the  progressivity  of  Social  Security  financing  and  use  these 
funds  to  provide  needed  assistance  to  some  of  America's  poorest 
elderly. 


Establishment  of  the  Social  Security  Administration  as  an 
Independent  Agency  and  Clarification  of  the  Off-Budget  Status  of 
Social  Security  Administrative  Expenses 

Under  your  bill,  the  Social  Security  Administration  would  be  made 
an  independent  agency,   governed  by  a  bipartisan  board  and  run  by 
a  board-appointed  executive  director.     Budgetary  treatment  of  the 
administrative  expenses  of  the  OASDI  program  would  be  clarified 
as  being  off-budget.     These  two  provisions  are  critical  to 
ensuring  public  confidence  in  the  Social  Security  program. 

Granting  the  SSA  independent  agency  status  would  help  remove  it 
from  political  pressures.     Clarifying  that  the  agency's 
administrative  costs,   as  well  as  benefit  receipts  and 
expenditures,   are  not  to  be  counted  in  the  domestic 
appropriations  cap  or  counted  in  deficit  calculations  will  help 
shield  the  program  from  the  kind  of  heavy  staff  and  resource  cuts 
it  has  experienced  over  the  last  few  years.     These  cuts  can 
cripple  the  agency's  ability  to  well-serve  the  public  and  the 
program's  beneficiaries. 


Summary 

Families  USA  applauds  your  effort  to  address  the  needs  of  some  of 
the  poorest  elderly  and  to  do  so  through  progressive  financing. 
We  further  support  your  commitment  to  ensuring  the  integrity  and 
strength  of  the  Social  Security  program.     We  look  forward  to 
working  with  you  toward  enactment  of  these  important  proposals. 


98 


APPENDIX 


Arguments  Against  Liberalizing  the 
Social  Security  Retirement  Test 


Liberalizing  the  retirement  test  would  not  boost  senior 
employment.     Many  proponents  of  liberalizing  the  retirement  test 
argue  that  the  retirement  test  acts  as  a  major  barrier  to  senior 
employment.     The  evidence  indicates  otherwise.     A  comprehensive 
analysis  published  in  the  May  1990  issue  of  The  Social  Security 
Bulletin  concluded  that  liberalizations  in  the  retirement  test 
have  a  negligible  impact  on  the  labor  force  participation  of  the 
elderly. 

Liberalizing  the  retirement  test  would  not  help  needy 
beneficiaries/  but  would  primarily  benefit  more  affluent  senior 
citizens.     Proponents  of  liberalization  argue  that  low-income 
senior  citizens  would  be  the  primary  beneficiaries  from  any 
change  in  the  retirement  test.     This  is  not  the  case.     Only  about 
one  eighth  of  all  beneficiaries  aged  65  to  69  had  family  incomes 
above  $42,000,   in  1986,  according  to  a  report  released  by  the 
Congressional  budget  Office  in  1988.     However,  more  than  40 
percent  of  those  affected  by  the  retirement  test  had  incomes 
above  $42,000.     By  contrast,   nearly  40  percent  of  all 
beneficiaries  aged  65  through  69  had  incomes  below  $15,000.  Of 
those  with  incomes  below  $15,000,  only  5  percent  had  earnings 
above  the  exempt  amount.      (See  figure  one.) 

Liberalization  of  the  retirement  test  would  provide  a  windfall  to 
seniors  in  higher  income  brackets.     If  the  earnings  limit  were 
raised  to  $121,000,   less  than  1%  of  the  net  benefits  would  go  to 
seniors  with  family  incomes  below  $10,460  —  approximately  150% 
of  the  poverty  line.     More  than  40%  of  the  net  benefits  would  go 
to  seniors  with  family  incomes  over  $41,933,   according  to  a 
report  released  by  the  Social  Security  Administration  in  1990. 
(See  figure  two.) 

Senior  citizens  aged  65  to  69  are  already  benefiting  from  a 
recent  liberalization  in  the  retirement  test.     As  a  result  of  the 
Social  Security  Amendments  of  1983,   the  benefit  reduction  ration 
was  lowered,   starting  on  January  1,   1990,   from  $1  for  every  $2 
earned  above  the  limit  to  $1  for  every  $3  earned  above  the  limit. 
This  provided  a  benefit  increase  of  approximately  $1,440  to  a 
retiree  working  at  the  average  senior  citizen  wage.     Today,  a 
beneficiary  would  need  to  earn  $30,870  before  all  of  his  or  her 
Social  Security  benefits  were  eliminated   (at  an  average  annual 
benefit  level  of  $7,200). 

Liberalizing  the  retirement  test  is  the  wrong  place  to  spend 
limited  federal  dollars.     Rather  than  spend  millions  of  dollars 
on  a  change  that  primarily  would  benefit  the  more  affluent,  the 
Social  Security  trust  funds  should  be  spend  on  the  needs  of  low- 
and  moderate-income  citizens.     Changes  in  the  Social  Security  and 
Supplemental  Security  Income  programs  to  benefit  our  poorest 
elders  would  result  in  a  much  more  equitable  use  of  the  Social 
Security  trust  funds. 
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FIGURE  1 

DISTRIBUTION  IN  1986  OF  PEOPLE  AGED  65-69  ELIGIBLE  FOR 
SOCIAL  SECURITY  BENEFITS  AND  AFFECTED  BY  THE  EARNINGS  TEST, 
BY  FAMILY  INCOME 


Under  S  15.000 


[/  /I  Ail  People  Aged  65-69 
"^-"Eligible  for  Benefits 


S15.000-524.999  S25.000-S31.999 
Annul  Family  Income 


S3Z000-S41.999 


S4 2,000  and  Over 


|\\]  All  People  Aged  65-69 

Affected  by  Earnings  Test 


SOURCE: 


Congressional  Budget  Office  tabulations  of  data  from  the  March  1987  Current 
Population  Survey,  Congressional  Budget  Office,  staff  working  paper,  The  Social 
Security  Earnings  Test  and  Options  For  Change,"  September  1988,  Figure  1. 
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FIGURE  2 

Progressivity  Analysis  of  Earnings  Test  Liberalization 

Net  New  Benefits  by  Family  Income1 


Family  Income 


$41,933  and  over 
$26,504-41,933 
$17,988-26,504 
$10,460-17,988 
under  $10,460 


40.75 


0  10  20  30  40  50 

Percent  of  New  Benefits 


Liberalization  of  the  Social  Security  earnings  test  would  result  in  fewer  than  1  %  of 
net  new  benefits  going  to  seniors  with  incomes  less  than  $10,460— approximately 
1  50%  of  the  poverty  line.  Almost  40%  of  the  net  new  benefits  would  go  to  senior 
citizens  with  incomes  over  $41,933. 


1  This  chart  is  based  on  an  earnings  limit  of  $12,000.  Net  new  benefits  are 
equivalent  to  Social  Security  benefit  increases  minus  tax  increases. 

Source:  Social  Security  Administration  tabulations,  staff  report,  David  Pattison  et.  al.,  Simulating 
Aggregate  and  Distributional  Effects  of  Various  Plans  for  Modifying  The  Retirement  Test,  July 
1990,  Table  6. 
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Chairman  Jacobs.  Thank  you,  Ms.  DiVenere. 
Ms.  McSteen. 

STATEMENT  OF  MARTHA  McSTEEN,  PRESIDENT,  NATIONAL 
COMMITTEE  TO  PRESERVE  SOCIAL  SECURITY  AND  MEDICARE 

Ms.  McSteen.  Thank  you. 

I  thank  you  for  the  opportunity  to  support  the  principles  of 
H.R.  2838.  My  testimony  will  be  divided  into  three  short  parts:  ad- 
ministrative issues,  benefit  improvements,  and  financing  issues. 

First,  on  the  administrative  issues,  the  National  Committee  has 
long  advocated  the  establishment  of  Social  Security  as  an  inde- 
pendent agency,  with  its  finances  totally  separate  from  the  Govern- 
ment's general  revenue  budget.  Social  Security  should  not  be  out- 
side the  influence  of  political  pressure.  Public  input  and  support  is 
essential  to  the  success  of  the  program.  Workers,  as  well  as  the 
beneficiaries,  should  have  confidence  in  the  permanence  and  stabil- 
ity of  Social  Security. 

We  are  pleased,  Mr.  Chairman,  that  the  legislation  you  have  co- 
sponsored  outlines  separate  responsibilities  of  the  board  and  the  ex- 
ecutive. We  support  the  provision  of  your  legislation,  which  empha- 
sizes that  Congress  last  year  removed  both  Social  Security  trust 
funds  and  the  annual  allocation  of  funds  necessary  to  manage  its 
operation. 

No  better  argument  can  be  made  for  separating  the  administra- 
tion expenses  from  other  budgetary  items  than  the  report  card  that 
was  issued  last  May  to  the  SSA.  Excessive  cuts  in  administrative 
funds  have  severely  hampered  SSA  in  doing  its  job.  Despite  the 
hardships,  the  Social  Security  staff  has  struggled  to  uphold  its  rep- 
utation for  service,  earning  from  this  committee  "an  overall  rate  of 
above  average." 

But  as  the  report  card  confirms,  service  has  deteriorated. 

Second,  I  would  like  to  comment  on  the  benefit  improvements. 
The  National  Committee  membership  advocates  repeal  of  the 
annual  earnings  limitation  for  individuals  over  65.  The  retirement 
test  serves  as  a  severe  work  disincentive,  which  is  depriving  this 
Nation  of  the  energy  and  talents  of  some  of  the  most  potentially 
productive  workers. 

The  committee  strongly  endorses  H.R.  967,  which  repeals  the 
earnings  limit  for  those  65  through  69.  While  we  would  support  the 
proposed  increase  in  H.R.  2838,  we  urge  the  subcommittee  to  con- 
sider a  greater  increase  than  currently  is  proposed. 

Another  area  of  benefit  concern  surrounds  widows'  benefits.  We 
deplore  the  high  rates  of  poverty  among  widows,  particularly  dis- 
abled widows,  and  welcome  the  provision  of  H.R.  2838  which  begins 
to  address  the  problem.  Statisticians  show  20  percent  of  older 
women  living  alone  with  income  below  the  poverty  level.  An  impor- 
tant factor  underlying  these  poverty  statistics  is  widowhood  before 
age  65,  necessitating  application  for  reduced  widow  benefits. 

We  endorse  the  provision  of  your  legislation  which  targets  pro- 
posed increases  to  those  who  need  it  most.  We  recognize,  also,  that 
your  legislation  will  help  all  disabled  widows  who  are,  by  defini- 
tion, women  widowed  before  age  60  by  providing  them  with  an  in- 
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crease  of  nearly  5  percent.  Currently  23  percent  of  disabled  widows 
receive  SSI  benefits  to  supplement  their  inadequate  widow  benefits. 

We  urge  the  subcommittee  to  add  a  provision  to  protect  Medicaid 
eligibility  to  the  widows  for  whom  an  income  increase  would  cause 
them  to  lose  important  Medicaid  benefits. 

Another  area  of  concern  for  widows  is  the  7-year  restriction  on 
disabled  widows  benefits,  elimination  of  which  will  make  a  differ- 
ence to  some  400  widows  denied  disabled  widow  benefits  each  year 
solely  because  the  onset  of  their  disabilities  occurred  more  than  7 
years  after  the  death  of  a  spouse  or  7  years  after  eligibility  for 
mother's  benefits. 

Last,  I  would  like  to  comment  concerning  financing.  The  1977 
amendment  set  a  new  goal  of  taxing  90  percent  of  earnings.  Cur- 
rently the  maximum  taxable  wage  base  covers  86  percent  of  earn- 
ings. The  National  Committee  considers  90  percent  of  earnings  a 
reasonable  level.  We  can  support  the  wage  base  increase  included 
in  H.R.  2838.  We  would  point  out,  however,  that  we  do  not  consider 
support  for  an  increase  in  the  wage  base  to  be  in  conflict  with  our 
long-held  position  that  Social  Security  should  be  financed  on  a  pay- 
as-you-go  basis  through  adjustments  in  the  tax  rate  to  achieve  and 
maintain  at  least  a  1-year  balance  in  the  trust  funds. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  MARTHA  McSTEEN,  PRESIDENT,  NATIONAL 
COMMITTEE  TO  PRESERVE  SOCIAL  SECURITY  AND  MEDICARE 

I  am  Martha  McSteen,  President  of  The  National  Committee  to  Preserve 
Social  Security  and  Medicare.  On  behalf  of  our  approximately  five  million 
members  and  supporters,  I  wish  to  thank  the  Subcommittee  for  this 
opportunity  to  testify  in  support  of  the  principles  embodied  in  H.  R.  2838,  the 
Social  Security  Trust  Fund  Integrity  and  Benefits  Improvement  Act  of  1991. 

The  National  Committee  has  long  advocated  the  establishment  of  Social 
Security  as  an  independent  agency  with  its  finances  totally  separate  from  the 
government's  general  revenue  budget. 

Our  membership  advocates  repeal  of  the  annual  earnings  limitation  for 
individuals  over  age  65.  The  retirement  test  serves  as  a  severe  work 
disincentive  which  is  depriving  this  nation  of  the  energy  and  talents  of  some 
of  its  most  potentially  productive  workers. 

We  deplore  the  high  rates  of  poverty  among  widows-particularly 
disabled  widows-and  welcome  the  provisions  of  H.R.  2838  which  begin  to 
address  this  serious  problem. 

Each  of  the  elements  of  the  bill  are  covered  in  my  prepared  testimony, 
but  for  ease  of  presentation  the  testimony  separates  the  bill's  provisions  into 
administrative  issues,  benefit  improvements,  and  financing. 

Administrative  Issues 

Independent  Agency 

Restoring  Social  Security  to  independent  agency  status,  as  it  was  initially, 
remains  a  high  priority  issue  in  the  National  Committee's  legislative  agenda. 
National  Committee  members  have  come  to  recognize  that  only  by  making 
Social  Security  truly  independent  can  this  program  so  vital  to  the  economic 
viability  of  seniors  be  shielded  from  political  excesses  or  ideological  shifts 
whether  to  the  left  or  right.  Social  Security  cannot  and  should  not  be 
sacrosanct,  totally  outside  the  influence  of  political  pressure.  In  a  free  and 
democratic  society,  public  input  and  support  is  essential  to  the  success  of  any 
program.  But  today's  workers  as  well  as  today's  beneficiaries  must  be  able  to 
have  confidence  in  the  permanence  and  stability  of  Social  Security  as  they 
plan  for  their  retirement  needs. 

Social  Security  belongs  to  America's  workers-past,  present  and  future. 
Those  workers  have  a  right  to  know  the  program  is  being  managed  solely  in 
their  best  interest.  An  independent,  bipartisan  Social  Security  Board, 
committed  to  the  program,  can  provide  that  assurance.  Moreover,  the  Board 
can  provide  a  forum  to  ascertain  the  views  and  desires  of  the  public  before 
policies  and  long-term  plans  are  formulated. 

We  are  pleased,  Mr.  Chairman,  that  the  legislation  you  have  co- 
sponsored  clearly  outlines  the  separate  responsibilities  of  the  board  and  the 
executive.  H.R.  2838  assigns  to  board  members  the  obligation  to  develop 
policy,  devise  long  term  plans,  promote  and  maintain  effective 
implementation,  safeguard  the  trust  funds,  and  appoint  an  executive  to  act  as 
chief  operating  officer.  H.R.  2838  assigns  to  that  executive  responsibility  for 
day-to-day  management  of  the  program  in  accordance  with  the  board's  policy 
directives.  This  clear  delineation  of  responsibility  is  essential  to  a  well- 
managed  Social  Security  program. 
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Social  Security  Administrative  Expenses 

A  year  ago,  we  applauded  as  Congress  removed  Social  Security  trust 
funds  from  the  general  revenue  budget  of  the  United  States  only  to  be 
confronted  this  year  with  the  contrary  opinion  of  the  Office  of  Managment 
and  Budget  that  Congress  had  not  meant  to  exclude  Social  Security 
administrative  expenses.  That  was  not  our  understanding,  Mr.  Chairman, 
nor,  we  are  pleased  to  note,  is  it  the  understanding  of  many  members  of  this 
Congress.  In  July,  we  testified  in  support  of  H.R.  2898,  introduced  by 
Congressman  John  Conyers  and  Congressman  Frank  Horton  and  virtually  all 
other  members  of  the  House  Committee  on  Government  Operations,  which 
made  it  clear  that  last  year's  legislation  intended  to  fully  take  Social  Security 
out  of  the  budget.  We  wholeheartedly  support  the  comparable  provision  of 
your  legislation  which  again  emphasizes  that  Congress  last  year  removed 
from  the  budget  both  Social  Security  trust  funds  and  the  annual  allocation  of 
funds  necessary  to  manage  its  operation. 

There  is  no  better  argument  for  separating  administrative  expenses  of 
Social  Security  from  other  budgetary  items  than  the  report  card  issued  last 
May  to  the  Social  Security  Administration  by  the  full  Ways  and  Means 
Committee.  The  report  card,  in  many  ways,  confirmed  what  the  National 
Committee  and  other  advocates  have  stated  for  some  time.  Excessive  cuts  in 
administrative  funds  have  severely  hampered  the  ability  of  the  Social 
Security  Administration  to  do  its  job.  Against  formidable  odds,  Social 
Security  staff  has  struggled  to  uphold  its  reputation  for  service,  earning  from 
this  Committee  an  "overall  grade  of  above  average."  But  as  the  report  card 
confirmed,  service  delivery  has  deteriorated.  Two  functions  in  particular 
have  been  adversely  affected  by  a  lack  of  adequate  administrative  funds  and 
personnel.  They  are  the  800  number  telephone  service  centers  with  a 
50  percent  busy  rate  on  peak  days  and  a  ten  percent  error  rate  and  the  state 
disability  determination  services  where  backlogs  have  climbed  to  the  point 
that  Commissioner  King  forecasts  that  it  will  take  more  than  two  years  to 
recover. 

Mr.  Chairman,  National  Committee  members  want  the  Social  Security 
Administration  prudently  managed.  They  do  not  want  one  penny  of  their 
hard-earned  trust  funds  dollars  wasted.  But  they  do  want  to  be  able  to  reach 
Social  Security  and  receive  correct  answers  to  their  questions.  They  want 
prompt  and  accurate  consideration  of  benefit  applications  and  equally  prompt 
processing  of  recomputations,  address  changes,  and  other  routine  post- 
entitlement  actions.  And  if  they  or  their  children  become  disabled,  they  want 
their  claims  carefully,  quickly  and  accurately  evaluated.  They  expect  the 
commissioner  or  executive  director  of  Social  Security  to  prepare  and  submit  a 
request  for  an  administrative  allocation  sufficient  to  provide  competent  and 
timely  service.  And  they  expect  Congress  to  approve  the  funds  that  are 
necessary  to  provide  that  service.  In  the  view  of  our  members,  that  can  best 
be  achieved  by,  once  and  for  all,  taking  Social  Security  and  its  operations 
totally  out  of  the  Federal  budget. 

General  Accounting  Office  Disability  Investigation 

Earlier  this  year,  Mr.  Chairman,  the  National  Committee  was  pleased  to 
testify  on  your  legislation  to  streamline  the  way  disability  claims  are  handled 
so  as  to  assure  greater  fairness  and  accuracy  in  the  process.  Better  preparation 
of  the  initial  disability  benefit  application,  more  complete  assembly  of  medical 
and  vocational  evidence,  and  institution  of  a  face-to-face  meeting  between  the 
disabled  individual  and  decision  maker  have  been  identified  as  ways  to 
achieve  earlier,  correct  decisions.  Implementation  of  these  ideas  or  at  least 
demonstration  projects  testing  them,  we  believe,  would  markedly  reduce  the 
high  percentage  of  Administrative  Law  Judge  reversals  of  benefit  denials.  We 
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are  confident  that  the  GAO  report  required  by  H.R.  2838  will  confirm  these 
recommendations. 

Benefit  Improvements 

Increase  in  the  Annual  Earnings  Limitation 

The  National  Committee  strongly  endorses  H.R.  967  which  would  repeal 
the  earnings  limit  for  those  age  65  through  69.  More  than  sixty  percent  of  the 
House  supports  H.R.  967.  It  is  encouraging  that  both  Houses  are  at  least 
considering  increasing  the  earnings  limit.  The  Senate  proposal  to  more  than 
double  the  earnings  limit  over  five  years,  however,  is  more  generous  than 
H.R.  2838  being  considered  today  by  the  Subcommittee.  While  we  would 
support  the  proposed  increase  in  H.R.  2838,  we  urge  the  Subcommittee  to 
consider  an  increase  along  the  lines  of  the  Senate  proposal. 

New  research  by  the  Commonwealth  Fund's  Americans  over  55  at 
Work  Program  has  identified  1.6  million  Americans  between  the  ages  of  65 
through  69  who  are  ready  and  able  to  work.  It  is  interesting  that  the  largest 
group  of  seniors  55  or  older  that  is  ready  and  able  to  work  is  in  the  65  through 
69  age  group.  It  is  also  not  surprising  that  the  Commonwealth  Fund  is  one  of 
many  organizations  that  recommend  repeal  of  the  retirement  test. 

While  the  retirement  test  is  not  the  only  barrier  to  senior  employment,  a 
Social  Security  beneficiary  with  the  potential  to  earn  more  than  the  earnings 
limit  cannot  ignore  the  significantly  higher  applicable  marginal  and  average 
tax  rates  compared  to  the  rates  a  non-beneficiary  faces.  The  attached  charts 
based  on  research  by  Chambers  Associates  show  marginal  and  average  tax 
rates  of  a  married  couple  not  eligible  for  Social  Security  benefits  and  a  married 
couple  ages  65  through  69  with  average  Social  Security  benefits  who  also  have 
earned  income.1 

The  non-beneficiary  couple  have  a  marginal  tax  rate  no  greater  than  22 
percent  for  earnings  up  to  about  $44,000,  while  the  marginal  tax  rate  is  over  55 
percent  for  the  65  through  69  year  old  married  couple  with  earnings  between 
$7,000  and  $37,000.  The  average  tax  rate  for  a  married  couple  age  65  through 
69  with  earnings  of  $25,000  is  nearly  30  percent,  almost  double  the  average  tax 
rate  of  a  non-beneficiary  couple  with  the  same  level  of  earnings.  These 
disparities  not  only  prejudice  the  decision  to  work  by  beneficiaries  age  65 
through  69,  they  violate  the  principle  of  fairness. 

Increase  Widow  Benefits 

According  to  the  Report  of  the  Commonwealth  Fund  Commission,  in 
1987,  twenty  percent  of  all  older  women  living  alone  had  income  below  the 
poverty  level.  Older  minority  individuals  living  alone  had  a  poverty  rate 
more  than  twice  the  overall  rate.  An  important  factor  underlying  these 
poverty  statistics  is  widowhood  before  age  65,  necessitating  application  for 
reduced  widow  benefits.  We  endorse  the  provision  of  your  legislation, 
Mr.  Chairman,  which,  by  modifying  the  early  retirement  benefit  reduction 
factor,  targets  proposed  increases  to  those  who  need  it  the  most. 

During  1989,  the  latest  year  included  in  the  most  recent  Annual 
Statistical  Supplement  to  the  Social  Security  Bulletin,  66  percent  of  black 
women  applied  early  for  widow  benefits.  The  comparable  figure  for  white 


1  Bill  Stringer  and  C.  Eric  Olsen,  "Taxation  of  Social  Security  Benefits,"  Prepared  for  the 
National  Committee  to  Preserve  Social  Security  and  Medicare  by  Chambers  Associates 
Incorporated,  August  1991,  p.  45-56.  Benefits  were  based  on  the  average  earner.  Taxes  include 
payroll  taxes  and  income  taxes  including  the  taxation  of  Social  Security  benefits  and  the 
benefits  forfeited  as  a  result  of  the  retirement  test.  Average  tax  rates  are  expressed  as  a 
percentage  of  non-benefit  income. 
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women  was  48  percent.2  The  18  percent  difference  can  be  explained  by  the 
lesser  life  expectancy  of  black  men  and  it  at  least  partially  accounts  for  the  $124 
per  month  difference  in  average  benefits  awarded  in  1989  to  white  and  black 
widows  ($574  and  $450  respectively). 

Your  legislation  also  will  help  all  disabled  widows  who,  by  definition, 
are  women  widowed  before  age  60  by  providing  them  an  increase  of  nearly 
five  percent.  Currently,  23  percent  of  disabled  widows  receive  SSI  benefits  to 
supplement  their  inadequate  widow  benefits.3 

Unless  safeguards  are  added  to  the  legislation,  however,  some  widows 
will  lose  important  Medicaid  benefits  because  they  will  no  longer  be  eligible 
for  SSI.  In  similar  circumstances  in  the  past,  the  Committee  has  added  a 
provision  to  protect  Medicaid  eligibility. 

Seven  Year  Restriction  on  Disabled  Widow  Benefits 

This  is  a  minor  provision  of  H.R.  2838,  but  its  enactment  will  make  an 
overwhelming  difference  to  the  approximately  400  widows  who  each  year  are 
denied  disabled  widow  benefits  solely  because  the  onset  of  their  disabilities 
occurred  more  than  seven  years  after  the  death  of  a  spouse  or  seven  years 
after  eligibility  for  mother  benefits.  The  National  Committee  has  previously 
testified  in  support  of  this  change  and  is  pleased  that  you  have  incorporated 
this  provision  in  your  bill. 

When  disabled  widow  benefits  were  enacted  in  1967,  it  was  presumed  a 
young  widow  who  had  no  children  in  her  care  could  enter  the  work  force 
and,  within  seven  years,  qualify  for  her  own  Social  Security  worker  benefit  if 
she  became  disabled.  The  increasing  number  of  years  required  to  be  fully 
insured  for  personal  benefits  now  can  result  in  a  widow  who  becomes 
disabled  more  than  seven  years  after  her  husband's  death  being  ineligible  for 
either  a  widow  benefit  or  her  own  benefit  even  if  she  works  every  day  after 
she  is  widowed.  Even  if  she  did  qualify  for  her  own  benefit,  it  would  be 
relatively  small.  Enactment  of  H.R.  2838  will  insure  that  this  can  no  longer 
happen. 

Financing 

Increase  In  The  Taxable  Wage  Base 

The  wage  base  set  by  the  1935  Social  Security  Act  covered  approximately 
93  percent  of  earnings  in  covered  employment.  The  1977  Amendments  set  a 
new  goal  of  taxing  90  percent  of  earnings.  Currently,  because  of  changes  in 
the  distribution  of  earnings  in  the  economy,  the  maximum  taxable  wage  base 
covers  86  percent  of  earnings.  The  National  Committee  considers  90  percent 
of  earnings  a  reasonable  level  to  insure  for  Old  Age,  Survivors,  and  Disability 
Insurance  benefits.  In  keeping  with  that  position,  we  can  support  the  wage 
base  increase  included  in  H.  R.  2838.  We  would  point  out,  however,  that  we 
do  not  consider  support  for  an  increase  in  the  wage  base  to  be  in  conflict  with 
our  long-held  position  that  Social  Security  should  be  financed  on  a  Pay-As- 
You-Go  basis  through  adjustments  in  the  tax  rate  to  achieve  and  maintain  at 
least  a  one  year  balance  in  the  trust  funds. 

Thank  you,  Mr.  Chairman,  for  this  opportunity  to  testify  today. 


2  Social  Security  Bulletin,  Annual  Statistical  Supplement,  1990,  Table  6.A3. 

3  Ibid.,  Table  3.C6. 
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Marginal  Tax  Rate  Schedules 
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Chairman  Jacobs.  Thank  you,  Ms.  McSteen. 
Mr.  Myers. 

STATEMENT  OF  ROBERT  J.  MYERS,  FORMER  CHIEF  ACTUARY  OF 
THE  SOCIAL  SECURITY  ADMINISTRATION 

Mr.  Myers.  Thank  you,  Mr.  Chairman. 

In  general,  I  support  the  various  provisions  in  the  bill,  although  I 
have  some  suggestions  that  I  believe  might  make  some  improve- 
ments. As  to  the  retirement  earnings  test,  as  you  may  know  from 
previous  testimony  of  mine,  in  theory  I  believe  that  there  should  be 
a  retirement  test  because  retirement  benefits  should  be  paid  only 
to  people  who  are  retired.  However,  in  practice  the  way  that  the 
test  works  out,  persons  earning  between  $10,000  a  year  and,  say, 
$30,000  a  year  have  great  lack  of  incentive  to  work.  I  think  that 
anything  that  can  be  done  to  remedy  that  is  desirable. 

Under  the  bill,  the  annual  exempt  amounts  are  raised  by  various 
ad  hoc  figures.  I  believe  that  it  would  be  better  for  work  incentives 
if,  instead,  the  $1  for  $3  reduction  basis  were  liberalized  to  be  $1 
for  $4  or  $1  for  $5. 

As  to  the  liberalization  of  the  widow's  benefits,  I  think  that  this 
is  desirable.  I  note  that  the  change  of  having  a  minimum  of  75  per- 
cent of  the  primary  insurance  amount  conforms  with  the  benefit 
for  young  widowed  mothers  and  fathers.  That,  I  think,  is  a  point  to 
be  said  in  favor  of  this  change. 

I  believe  that  there  is  an  anomaly  present,  under  present  law, 
that  the  bill  does  not  take  up.  There  are  very  few  widows  involved 
so  that  remedying  it  would  not  cost  much,  but  it  is  very  significant 
in  the  case  of  some  persons  who  retire  before  the  normal  retire- 
ment age  and  die  shortly  thereafter,  and  leave  a  widow  who  may 
be  somewhat  older  than  they.  I  go  into  more  details  on  that  matter 
in  my  testimony. 

These  benefit  liberalizations  would  be  financed  by  scheduled  ad 
hoc  increases  in  the  maximum  tax  earnings  base,  and  these  are 
necessary,  particularly  because  the  earnings  test  changes  have 
almost  their  entire  cost  in  the  next  20  years.  I  suggest,  however, 
that  after  the  base  is  increased  by  $3,000  in  1996,  the  ad  hoc  in- 
creases should  step  down  after  that  and  not  be  continually  $3,000 
higher  than  present  law  as  adjusted  by  the  automatic  changes. 
Rather,  such  ad  hoc  increases  could  be  stepped  down  to  $1,200,  and 
still  the  proposal  would  meet  both  the  5-year  firewall  provision  and 
the  75-year  firewall  provision. 

I  strongly  support  the  provision  for  the  Social  Security  Adminis- 
tration becoming  an  independent  agency.  I  realize  that  there  is  a 
conflict  between  the  House  position  and  the  other  body's  position.  I 
prefer  the  board  approach  that  the  House  has,  but  I  still  would 
rather  have  an  independent  agency  under  any  circumstances. 

I  suggest,  however,  that  under  the  House  bill,  there  can  be  an 
unfortunate  situation  in  the  naming  of  the  members  of  the  board 
and  the  chairperson.  Under  some  circumstances,  there  could  be  a 
chairperson  and  one  member  of  the  board  who  are  of  the  opposite 
political  party  from  the  President.  I  think  that  this  could  result  in 
undesirable  conflicts.  So,  I  would  like  to  see  the  board  membership 
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on  the  basis  that  the  chairperson  always  has  a  4-year  term  coter- 
minus  with  the  President. 

The  indexing  of  the  exempt  coverage  amounts  for  election  work- 
ers is,  I  believe,  somewhat  faulty  technically.  I  suggest  a  way  in 
which  this  could  be  remedied,  in  the  same  way  as  indexing  is  done 
in  the  law  for  some  other  factors.  In  fact,  I  suggest  that  you  might 
want  to  consider  indexing  other  wage  limits  as  they  apply  to  cover- 
age of  such  groups  as  farmworkers,  domestic  workers,  and  casual 
workers.  In  other  words,  I  strongly  support  the  indexing  of  this 
earnings  limit,  so  that  it  is  meaningful  over  time.  Perhaps,  the  sub- 
committee would  want  to  look  into  that  matter  some  time. 

I  also  strongly  support  the  proposal  that  GAO  should  study  the 
disability  determination  process.  I  think  that  the  long  periods  in- 
volved now  in  some  of  the  determinations  is  almost  scandalous.  I 
think  that  a  good  insurance  or  pension  system  should  give  prompt 
treatment  to  beneficiaries.  I  realize  that  disability  is  difficult  to  de- 
termine, but  as  to  some  of  the  delays  that  now  take  place,  there  is 
just  something  wrong  with  the  system,  or  else  there  is  just  not 
enough  staff. 

Finally,  I  suggest  to  the  committee  that  any  of  these  bene  it 
changes  and  other  changes  that  are  made  should  follow  through 
into  the  Railroad  Retirement  System.  I  think  that  this  is  done  with 
regard  to  the  benefit  changes,  but  I  think  that  there  is  a  possibility 
that  the  tier  2  taxable  earnings  base  for  Railroad  Retirement 
would  be  affected  by  these  ad  hoc  increases  in  the  Social  Security 
base.  I  think  that  the  subcommittee  has  no  intention  of  making 
that  change  in  the  Railroad  Retirement  System.  But  it  is  some- 
thing that  I  suggest  that  the  staff  should  look  at  closely  and  be  cer- 
tain that  it  is  not  done  if  it  is  not  intended  to  be  done. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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STATEMENT  BY  ROBERT  J.  MYERS  PRESENTED  TO  THE  SUBCOMMITTEE  ON  SOCIAL  SECURITY  OF' 

THE  COMMITTEE  ON  WAYS  AND  MEANS,  HOUSE  OF  REPRESENTATIVES,   SEPTEMBER  17,  1991, 

WITH  REGARD  TO  THE  SOCIAL  SECURITY  TRUST  FUND  INTEGRITY  AND  BENEFITS  IMPROVEMENT 
ACT  OF  1991,  H.R.  2838. 

Mr.  Chairman  and  Members  of  the  Subcommittee:     My  name  is  Robert  J.  Myers. 
I  served  in  various  actuarial  capacities  with  the  Social  Security  Administration 
and  its  predecessor  agencies  during  1934-70,  being  Chief  Actuary  for  the  last  23 
of  those  years.     In  1981-82,  I  was  Deputy  Commissioner  of  Social  Security,  and  in 
1982-83,  I  was  Executive  Director  of  the  National  Commission  on  Social  Security 
Reform. 

On  the  whole,   I  strongly  support  the  various  changes  that  would  be  made  by 
H.R.  2838,  although  I  have  certain  suggested  changes  which  I  believe  would  improve 
the  legislation. 

Changes  in  Retirement  Earnings  Test 

As  I  had  previously  testified  before  this  Subcommittee  on  May  23,  I  believe 
that  the  retirement  earnings  test  as  it  applies  to  people  at  and  above  the  Normal 
Retirement  Age  and  up  to  age  70  should  be  liberalized.     In  theory,  such  a  test  is 
desirable  because  individuals  who  are  substantially  employed  should  not  receive 
retirement  benefits.     In  practice,  however,   the  present  flexible  test  is  a  sig- 
nificant work-disincentive  for  persons  who  could  normally  earn  between  $10,000 
and  $30,000  a  year.     Furthermore,  it  is  important  to  note  that  for  persons  born 
in  1943  and  later  (who  attain  the  Normal  Retirement  Age  in  2009  and  later),  the 
test  is,  in  essence,  already  eliminated  in  present  law  because  for  them  the  de- 
layed retirement  increment  is  at  the  actuarial-equivalent  level. 

Under  the  bill,  the  annual  exempt  amounts  would  be  increased  on  an  ad  hoc 
basis  by  prescribed  flat  amounts  over  what  the  automatic-adjustment  provision 
would  do.     Although  this  is  desirable,   I  believe  that  work  incentives  would  be 
better  enhanced  if  the  same  amount  of  funds  were  used  instead  to  decrease  the 
withholding  proportion  of  "$1  of  benefits  for  every  $3  of  earnings". 

I  believe  that  the  financing  of  these  benefit  changes  by  permanent  increases 
in  the  maximum  taxable  earnings  base  is  not  a  completely  satisfactory  procedure. 
As  indicated  previously,  the  cost  of  the  retirement-test  changes  occurs  entirely 
within  the  next  two  decades,  whereas  the  financing  extends  for  the  entire  75-year 
valuation  period. 

Accordingly,  I  suggest  that  the  proposed  schedule  of  ad  hoc  increases  in  the 
maximum  taxable  earnings  base  —  $1,200  in  1992-93,  $1,800  in  1994,  $2,400  in  1995, 
and  $3,000  in  1996  and  after  —  should  be  changed  for  1997  and  after.     A  schedule 
of  ad  hoc  increases  of  $2,400  in  1997,  $1,800  in  1998,  and  $1,200  in  1999  and  after 
would  be  adequate  to  finance,  over  both  the  short  range  and  the  long  range,  the 
liberalization  of  both  the  retirement  earnings  test  and  the  widow(er)'s  benefits. 
In  other  words,  the  revised  schedule  would  permit  the  requirement  of  both  the  5-year 
and  75-year  "firewall"  provisions  to  be  met. 

I  appreciate  that  the  "firewall"  provisions  for  both  the  first  5  years  and  for 
the  75-year  valuation  period  have  a  significant  effect  on  how  benefits  changes  are 
to  be  financed.     I  strongly  approve  of  the  75-year  firewall,  which  in  essence  the 
Committee  on  Ways  and  Means  had  always  implicitly  followed  ever  since  the  Social 
Security  program  began.     However,   I  am  constrained  to  say  that  the  5-year  firewall 
provision  is  not  reasonable  or  desirable.     It  appears  to  have  been  adopted  solely 
for  the  sake  of  the  overall  Federal  Budget,  and  not  for  Social  Security  reasons. 
Changes  in  the  Social  Security  program  should  be  made  solely  for  Social  Security 
reasons,  and  not  for  General  Budget  or  economic  planning  reasons.  Anomalously, 
a  proposal  that  would  have  small  additional  costs  in  the  first  few  years,  but  that 
would,  over  the  long  run,  actually  reduce  program  costs  would  not  meet  the  5-year 
firewall  test. 

Increase  in  Widow's  Benefits 

I  support  this  modest  liberalization  of  widow's  benefits,  which  applies  only 
to  widows  and  widowers  who  are  under  the  Normal  Retirement  Age  when  their  spouse 
dies.     However,  I  suggest  that  a  minor  libertalization  should  also  be  made  to 
handle  a  very  anomalous  situation  which  occurs  in  a  few  cases  —  primarily  when  the 
insured  worker  retires  before  the  Normal  Retirement  Age  and  dies  before  that  age  is 
reached,  with  the  surviving  apouse  being  somewhat  older  than  age  61  at  widowhood. 
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A  specific  illustration  of  this  situation  is  where  the  worker  dies  shortly 
after  retiring  at  age  62,  and  the  surviving  spouse  is  aged  65  or  over  at  time  of 
widowhood.     Under  these  circumstances  the  widow's  benefit  is  only  82$%  of  the  Pri- 
mary Insurance  Amount,  whereas  if  the  worker  had  not  retired  it  would  have  been 
100%  of  the  PIA.     The  solution  to  this  anomaly,  under  which  the  widow  is  severely 
penalized  because  the  worker  drew  a  month  or  two  of  benefits,   is  that  the  worker's 
benefit  should  be  recomputed,  with  a  reduction  factor  based  on  the  number  of  months 
for  which  benefits  were  received.     Such  a  procedure  is  followed  under  present  law 
when  the  worker  who  retires  before  the  Normal  Retirement  Age  reaches  such  age,  so 
as  to  allow  for  months  in  which  the  earnings  test  eliminated  benefits.     The  cost  of 
such  a  change  would  be  relatively  negligible,  but  it  would  eliminate  a  serious  in- 
equity that  would  otherwise  occur  for  a  small  number  of  surviving-spouse  benefici- 
aries. 

Establishment  of  Social  Security  as  Independent  Agency 

I  strongly  support  this  proposal,  but  I  believe  that,  as  it  is  contained  in  the 
bill,  a  serious,  undesirable  situation  could  occur  —  namely,   that  a  majority  of  the 
Social  Security  Board,  and  the  Chairperson,  could  be  of  the  opposite  political  party 
from  the  President.     This  undesirable  result  could  be  eliminated  by  having  the  Chair- 
person be  appointed  by  the  President  at  the  beginning  of  the  presidential  term  of 
office,  and  having  the  term  of  the  Chairperson  be  co-terminus  with  that  of  the  Presi- 
dent.    Also,  there  should  not  be  an  Executive  Director,  but  rather  the  Chairperson 
should  have  such  duties  —  as  had  been  the  actual  practice  when  there  was  a  Social 
Security  Board. 

GAP  Study  of  Disability  Determination  Process 

Such  a  study  is  highly  desirable.     I  believe  that  it  is  almost  scandalous  that 
some  disability  determinations  take  so  long.     Certainly,  any  disability-benefits  plan 
whether  public  or  private,  should  make  such  determinations  within  the  prescribed 
waiting  period  for  persons  who  apply  in  a  timely  manner  and  are  prompt  about  fur- 
nishing necessary    medical  evidence.     As  a  last  resort,  I  suggest  that  it  might  be 
desirable  to  begin  to  pay  disability  benefits  to  persons  who  possess  the  necessary 
insured  status,  beginning  six  months  after  application,  even  though  final  deter- 
mination has  not  been  made  (but  with  recoverable  over-payment  in  the  event  that  the 
claim  is  eventually  denied).     Certainly,   the  administrative  process  should  be  stream- 
lined sufficiently,  and  adequate  funding  should  be  made  available,  to  achieve  this 
result . 

Increase  in  Exempt  Coverage  Amount  for  Election  Workers 

Under  the  bill,  election  workers  will  not  be  covered  by  Social  Security  on  the 
basis  of  such  employment  if  their  annual  earnings  are  less  than  $600  in  1991  and  1992 
In  effect,  this  amount  is  to  be  wage-indexed  in  the  future  and  rounded  to  the  nearest 
$100.     This  indexing  procedure  is  an  excellent  idea,  and  I  suggest  that  it  should 
also  be  applied  to  other  dollar  coverage  limitations  under  the  program  such    as  for 
agricultural,  casual,  and  domestic  workers. 

However,  a  change  in  the  indexing  procedure  should  be  made,  because  that  con- 
tained in  the  bill  will  not  work  out  properly.     Specifically,  its  actual  application 
would  produce  future  increases  larger  than  the  increases  in  average  wages.     For  ex- 
ample, if  the  average  wage  increases  5%  per  year  in  the  future,  the  coverage  limit 
will  increase  from  $600  in  1992  to  $1,200  in  2002,  an  increase  of  100%,  whereas  the 
average  wage  rises  by  only  63%. 

The  cause  of  this  anomaly  is  that  the  indexing  is  based  on  the  coverage 
limit    applicable  in  the  current  year  of  determination  rather  than  that  in  a 
base  year,  such  as  1992.     The  current-year  method  is  followed  in  present  law 
for  the  determination  of  maximum  taxable  earnings  bases  and  retirement-test 
amounts;   it  works  out  satisfactorily  in  these  cases  because  the  increments  of 
change  are  relatively  small.     The  base-year  indexing  method  is  followed  in  pre- 
sent law  as  to  the  amount  of  earnings  required  for  a  quarter  of  coverage  and  as 
to  the  bend  points  in  the  benefit-computation  formulas.     If  this  latter  proce- 
dure were  followed  for  the  coverage  limit  for  election  workers,  as  I  advocate, 
the  limit  for  any  year  after  1993  would  be:  $600,  multiplied  by  the  ratio  of 
the  average  wage  in  the  year  before  the  year  in  which  the  promulgation  is  made 
to  the  average  wage  in  1990,  with  rounding  to  the  nearest  $100  (and  with  the 
provision  that  no  decrease  would  be  allowed). 
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Chairman  Jacobs.  Thank  you,  Mr.  Myers. 

Mr.  Myers,  I  am  a  little  bit  faulty  on  my  memory  because  I  can't 
recall,  do  you  favor  outright  repeal  of  the  retirement  test? 

Mr.  Myers.  Yes;  I  favor  repeal  of  the  retirement  test  above  age 
65;  at  the  same  time,  however,  the  delayed  retirement  credits 
should  be  increased  to  the  full  8  percent,  so  that  they  are  at  the 
actuarial  equivalent.  Then,  a  big  campaign  of  education  to  people 
should  be  established  to  inform  people  that  even  though  they  can 
get  their  benefits  at  age  65,  it  would  be  much  smarter  for  them  not 
to  do  so,  from  the  standpoint  of  income  design.  In  other  words,  they 
should  get  larger  benefits  when  they  retire  instead  of  working  and 
getting  both  wages  and  lower  benefits. 

Also,  it  is  undesirable — under  those  circumstances — for  people  in 
the  high-income  brackets  to  take  benefits  because  they  will  pay 
more  income  taxes,  than  if  they  defer  the  benefits  until  they  actu- 
ally retire. 

Chairman  Jacobs.  Well,  under  that  logic,  we  would  never  take  a 
pay  raise,  would  we? 

Mr.  Myers.  Mr.  Chairman,  I  don't  think  that  it  is  quite  that  way. 
Actually,  they  are  going  to  have  to  pay  income  tax  on  the  benefits 
either  way,  but  they  will  pay  less  income  tax  over  the  years  if  their 
income  is  more  stable  instead  of  being  very  high  when  they  are 
working  

Chairman  Jacobs.  I  think  you  overlook  the  two  Reagan  tax  cuts 
of  1981  and  1986  when  you  say  that.  We  are  very  close  to  a  flat 
income  tax  now,  aren't  we,  for  those  people? 

Mr.  Myers.  For  the  very  highest  income  persons,  it's  much 
flatter. 

Chairman  Jacobs.  Yes;  that's  whom  we  were  talking  about. 

Mr.  Myers.  But  there  are  people  who  would  not  be  entirely  in 
the  32  percent  bracket  when  they  are  retired;  they  might  fall 
lower.  But  your  point  is  correct,  the  very  highest  paid  persons  are 
going  to  be  in  the  top  tax  bracket  anyhow. 

Chairman  Jacobs.  But  for  the  doctor  or  the  lawyer  who  is  bring- 
ing in  $200,000  a  year  and  keeps  right  on  doing  that  or  maybe  even 
gets  a  little  more  after  age  64,  it  is  golf  cart  money,  isn't  it? 

Mr.  Myers.  That  is  a  possibility.  In  one  of  my  earlier  testimonies 
before  this  subcommittee,  I  suggested  that  a  special  income  tax 
should  be  levied  that  would  work  out  so  that,  if  very  high-income 
people  drew  Social  Security  while  they  had  high  earnings,  there 
would  be  an  additional  tax  bracket,  but  maybe  that  is  not  practical 
politically. 

Chairman  Jacobs.  I  have  always  been  confused  about  why 
paying  higher  welfare  benefits  is  a  disincentive  to  work  and  not 
paying  higher  Social  Security  is  a  disincentive  to  work  but  I  sup- 
pose it  works  out  somewhere. 

Ms.  McSteen,  have  you  priced  out  the  additional  benefits  you 
outlined  in  your  testimony;  can  you  tell  us  what  they  would  cost? 

Ms.  McSteen.  I  don't  have  those  figures  with  me.  I  would  be  glad 
to  submit  them  for  you. 

Chairman  Jacobs.  There's  quite  a  list  as  I  heard  your  sugges- 
tions. 

Ms.  McSteen.  Yes. 
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Chairman  Jacobs.  I  assume  that  some  of  it  is  Utopian  and  it 
would  be  nice  if  we  had  the  money  and  

Ms.  McSteen.  Yes;  but  some  of  them  are  very  inexpensive,  like 
the  small  group  of  400  disabled  widows  who  have  been  denied  bene- 
fits and  who  are  appropriately  given  an  increase  under  this  legisla- 
tion. 

Chairman  Jacobs.  Yes,  well,  if  we  could  have  those  figures  for 
the  record,  I  think  we  would  be  very  appreciative. 
Ms.  McSteen.  Sure. 

[The  following  was  subsequently  received:] 
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NATIONAL  COMMITTEE  TO  PRESERVE 
SOCIAL  SECURITY  AND  MEDICARE 


2000  K  Street,  N. W. ,  Suite  800  (202)  822-9459 

Washington,  D.C.  20006  FAX  #  (202)  822-9612 


October  3, 1991 


Honorable  Andrew  Jacobs,  Jr.,  Chairman 
Subcommittee  on  Social  Security 
House  Committee  on  Ways  and  Means 
B-316  Rayburn  House  Office  Building 
Washington,  D.  C.  20515 

Dear  Mr.  Chairman: 

During  hearings  on  H.R.  2838,  the  Social  Security  Trust  Fund  Integrity 
and  Benefits  Improvement  Act  of  1991,  you  asked  for  an  estimate  of  the  cost 
of  the  additional  proposals  recommended  by  the  National  Committee. 

In  addition  to  supporting  the  provisions  of  H.R.  2838,  the  National 
Committee  made  only  one  recommendation  and  that  was  to  urge  the 
Subcommittee  to  repeal  the  annual  retirement  test  for  individuals  ages  65 
through  69.  Legislation  to  do  this,  H.  R.  967,  has  been  estimated  by  Social 
Security  Administration  actuaries  to  have  a  $25.2  billion  net  cost  over  the  first 
five  years. 

In  our  prepared  testimony,  we  urged  that  the  Subcommittee  at  least 
consider  an  earnings  limitation  increase  along  the  lines  of  a  Senate  proposal 
which  would  double  the  present  law  limit  by  1996.  It  is  our  understanding 
that  actuaries  have  estimated  the  earnings  limitation  change  in  the  Senate 
proposal  as  approximately  $6.6  billion  over  five  years  and  those  in  H.R.  2838 
as  approximately  $3  billion  for  the  same  period.  The  Senate  estimate, 
however,  also  includes  a  proposal  to  lower  the  rate  of  reduction  of  benefits  to 
25  percent  on  the  first  $5,000  of  earnings  in  excess  of  the  annual  limitation. 

Thank  you  for  this  opportunity  to  respond  to  your  question. 


Martha  A.  McSteen 
President 
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Chairman  Jacobs.  I  thank  you  all  for  your  testimony.  It  helps 
the  record. 

Our  next  panel  consists  of  the  American  Federation  of  Govern- 
ment Employees,  Mr.  Gage;  the  Treasury  Employees  Union,  Mr. 
Tobias;  the  National  Association  of  Disability  Examiners,  Mr. 
Christopher;  and  an  administrative  law  judge  from  Farmington 
Hills,  MI,  Mr.  Boham. 

If  you  will  be  kind  enough  to  testify  in  the  order  in  which  you 
appear  on  the  slip,  we  would  appreciate  it. 

STATEMENT  OF  JOHN  GAGE,  PRESIDENT,  LOCAL  1923,  AMERICAN 
FEDERATION  OF  GOVERNMENT  EMPLOYEES,  AFL-CIO,  ON 
BEHALF  OF  JOHN  N.  STURDIVANT,  NATIONAL  PRESIDENT 

Mr.  Gage.  Mr.  Chairman,  it  is  good  to  be  here  again.  I  am  pinch- 
hitting  for  our  national  president,  John  Sturdivant  who  is  with 
Commissioner  King  out  at  our  Western  Payment  Center.  We  have 
a  severe  problem  there  which  I  think  is  indicative  of  the  collapse  of 
the  infrastructure  in  SSA. 

In  our  statement,  in  our  written  statement,  I  present  to  you 
some  of  the  legal  arguments  that  I  am  sure  you  are  aware  of  for 
taking  SSA  administrative  funds  off-budget.  I  would  rather  talk  to 
you  today  about  some  of  our  continuing  problems  in  the  status  of 
SSA  and  especially  the  disability  program. 

One  issue  I  know  you  are  concerned  with  is  the  800  number 
which  continues  to  have  problems.  Congress  has  mandated  that 
telephone  lines  be  re-instituted  in  the  district  offices,  and  I  would 
like  to  report  to  you  that  that  is  pretty  much  a  half-hearted  at- 
tempt. One  line  is  being  put  into  the  district  offices,  and  that  line 
will  be  rather  busy  if  there  are  any  staff  there  to  handle  it  at  all. 

On  the  disability  program,  Commissioner  King  

Chairman  Jacobs.  Mr.  Gage,  at  this  point  in  the  record,  I  hate  to 
interrupt  but  we  just  had  a  GAO  report  to  indicate  that  no  line  has 
been  put  in  since  the  law  was  passed.  There  was  always  one  line.  Is 
that  what  you  meant? 

Mr.  Gage.  Well,  there  are  more  lines  that  the  public  could  get 
into  the  Social  Security  offices. 

Chairman  Jacobs.  But  GAO  says,  zero,  since  the  

Mr.  Gage.  Right  now. 

Chairman  Jacobs  [continuing].  Since  the  law  was  passed.  I  don't 
mean  to  criticize,  but  I  just  want  to  keep  the  record  straight,  Mr. 
Gage. 

Mr.  Gage.  What  the  real  problem  is  that  these  offices  have  will 
have  one  line. 

Chairman  Jacobs.  Exactly.  They  already  had  it  before  the  law 
and  they  have  had  it  since  the  law,  right? 

Mr.  Gage.  On  the  disability  program,  Commissioner  King  has 
met  with  the  DDSs  out  in  Seattle  just  last  week  and  the  message 
there  was  rather  bleak  that  no  help  is  in  sight,  and,  continue 
trying  to  handle  what  you  can  do.  The  panic  situation  that  is  occur- 
ring in  the  DDSs,  I  think,  is  pervasive  through  the  agency. 

We  have  made  some  suggestions,  short-term  suggestions,  to  your 
staff  through  our  disability  examiners  up  in  the  central  office 
about  some  things  that  we  think  we  can  do  right  now.  For  m- 
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stance,  on  CDRs,  we  think  we  can  review  backlogs  of  CDRs  which 
are  just  piling  up  in  the  district  offices  to  remove  those  where  no 
medical  improvement  is  expected  and  prioritize  those  where  devel- 
opment is  necessary,  as  well  as  undertake  some  of  that  develop- 
ment from  our  examining  staffs,  other  than  the  DDSs  who  are  basi- 
cally doing  reviews  of  cases  that  really  aren't  being  submitted.  So 
we  think  they  could  be  utilized  a  lot  better  in  getting  down  to 
where  the  real  problem  is  and  helping  out  in  there. 

Some  panic  situations  are  occurring,  and  I  really  would  like  to 
give  you  a  sense  of  what  the  workers  are  feeling  on  these  panic  sit- 
uations that  are  prevalent  in  Social  Security. 

Even  on  promotions,  for  instance,  in  the  Office  of  Disability,  the 
management  there  is  so  reluctant — we  had  a  problem  that  just  oc- 
curred recently,  where  some  of  our  people  were  in  line  for  promo- 
tion to  other  components,  for  instance,  into  the  systems  areas,  into 
some  of  the  staff  areas.  And  the  management  there  really  tried  to 
block  those  promotions  simply  because  they  can't  backfill,  they 
don't  have  the  resources  to  train  new  workers  coming  in  from 
other  components  coming  into  those  key  areas  in  disability  as  bene- 
fit authorizer,  claims  authorizer,  disability  examiner. 

And  this  attitude  is  well  known  and  it's  something  that  just 
hurls  the  morale  in  ways  that  I  can't  tell  you.  The  work  is  so  piled 
up  it  almost  doesn't  matter  any  more  how  hard  you  work  simply 
because  the  people  feel  that  there  is  no  relief  in  sight. 

I  think  that  taking  SSA  off-budget  is  so  crucial  at  this  point  be- 
cause if  we  are  under  the  Budget  Enforcement  Act,  almost  means 
that  there  is  no  relief  in  sight  for  perhaps  another  5  years.  We  are 
also,  very  much,  Mr.  Chairman,  in  favor  of  the  independent  agency 
for  many  of  the  reasons  that  were  stated  here  today,  but  also  be- 
cause we  think  at  HHS  that  there  is  just  such  a  duplicative  effort 
of  staff,  and  processing.  We  could  be  more  efficient  if  we  were  on 
our  own. 

And  this  one-stop  shopping  dream  is  kind  of  like  what  was  told 
to  you  a  few  years  ago  on  the  systems  modernization  of  the  ATM 
card  for  benefits,  and  we  think  both  will  go  the  same  way — that 
they  are  myths  that  just  won't  occur,  the  one-stop  shopping  for 
HHS  benefits  or  the  ATM-type  of  benefit  card  for  Social  Security 
benefits, 

We  think  there  are  some  major  structural  problems  also  that 
r  eed  to  be  corrected.  Funding  is,  of  course,  crucial  but  the  adminis- 
trative changes  are  something  really  to  look  into.  We  are  really 
very  much  in  favor  of  federalizing  the  DDSs,  we  think  that  would 
heJp  in  many,  many  areas.  We  also  think  there  ought  to  be  a 
strong  central  office  review  of  disability  which,  we  think,  will  cure 
some  of  these  variances  in  State  allowance  rates. 

But  we  congratulate  the  work  of  your  committee  and  would  like 
to  work  with  you  on  any  of  these  projects. 

Thank  you. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  JOHN  N.  STURDIVANT,  NATIONAL  PRESIDENT, 
AMERICAN  FEDERATION  OF  GOVERNMENT  EMPLOYEES,  AFL-CIO 

Mr.  Chairman  and  Members  of  the  Committee: 

My  name  is  John  Sturdivant.  I  am  the  President  of  the  American 
Federation  of  Government  Employees,  AFL-CIO  (AFGE).  On  behalf  of  the 
more  than  700,000  federal  employees  represented  by  AFGE,  including  the 
approximately  50,000  employees  we  represent  at  the  Social  Security 
Administration  (SSA),  I  thank  you  for  the  opportunity  to  testify  here 
today.  I  will  be  testifying  on  three  of  the  six  issues  that  are 
before  the  Committee  today:  a)  removal  of  the  SSA  administrative 
costs  from  the  cap  on  domestic  discretionary  spending,  b)  the 
establishment  of  SSA  as  an  independent  agency,  and  c)  the  need  to 
improve  the  accuracy  and  efficiency  of  the  Social  Security  disability 
determination  process. 

Last  year,  Congress  wisely  voted  to  sever  the  funds  of  the  SSA 
from  the  general  budget  of  the  United  States.  The  decision  to  take 
Social  Security  "off-budget"  was  really  only  a  confirmation  of 
existing  law.  A  majority  of  the  Congress,  as  well  as  the  President, 
reaffirmed  that  Social  Security  is  a  unique  program  in  terms  of  its 
mission,  its  funding,  and  its  importance  to  American  citizens;  it 
therefore  continued  to  deserve  the  unique  budgetary  treatment 
guaranteed  to  it  by  law.  Formally  and  affirmatively  taking  SSA  off- 
budget  provided  the  opportunity  to  insulate  it  from  cyclical  changes 
in  the  economy,  shifting  political  priorities,  and  the  rigid  mandates 
of  deficit-reduction  laws. 

It  is  AFGE's  contention  that  all  title  II  expenditures,  including 
the  administrative  accounts  of  the  Social  Security  Administration  were 
meant  to  be  removed  from  the  general  budget  along  with  the  receipts 
of  the  Social  Security  trust  funds.  For  all  the  same,  valid  reasons 
that  the  Social  Security  trust  funds  are  removed  from  the  budget 
considerations,  the  administrative  funding  must  be  removed  as  well. 

It  is  clear  that  removing  both  the  receipts  and  the  administrative 
accounts  or  expenses  from  the  budget  was  the  intent  of  Congress. 
Indeed,  the  Director  of  the  Office  of  Management  and  Budget  (0MB), 
Richard  Darman,  has  received  letters  from  the  Chairman  of  the  Senate 
Budget  Committee,  the  Chairman  of  the  Senate  Finance  Committee,  the 
Chairman  of  the  Senate  Subcommittee  on  Social  Security,  as  well  as 
from  several  ranking  members  of  the  Senate  Finance  and  Budget 
Committees.  These  letters  reiterate  that  it  was  the  deliberate 
intention  of  the  Congress  that  the  provisions  of  the  Omnibus  Budget 
Reconciliation  Act  of  1990  which  took  the  Social  Security  trust  funds 
out  of  the  Gramm-Rudman-Hollings  deficit  calculations  also  excluded 
the  administrative  spending  for  the  SSA  as  well. 

The  letters  to  0MB  Director  Darman  repeatedly  state  that  the  very 
same  rationale  which  led  Congress  to  remove  the  Social  Security  trust 
funds  from  the  general  budget  is  especially  valid  concerning  the 
administrative  accounts.  Simply  put,  Social  Security  was  taken  off- 
budget  because  it  is  a  self -financed  system  with  a  substantial  funding 
surplus.  It  therefore  does  not  contribute  at  all  to  the  problem  of 
the  deficit.  But  more  importantly,  the  Social  Security  Acts 
unequivocally  provide  that  the  receipts  and  expenses  of  the  Social 
Security  Program  are  to  be  kept  separate  and  apart  from  all  other 
government  monies. 

The  Congressional  Budget  Office  (CB0)  is  also  of  the  opinion  that 
the  administrative  expenses  of  Social  Security  are  exempt  from  the 
spending  caps  of  the  new  budget  law,  i.e.,  that  they  were  moved  to  an 
off -budget  status  along  with  the  Social  Security  trust  funds.  This 
is  both  a  legal  and  a  normative  judgment  on  their  part.  To  illustrate 
this  contention,  in  the  CBO  report  The  Economic  and  Budget  Outlook, 
it  is  noted  that  the  discretionary  domestic  spending  caps 
are  actually  $2  billion  to  $3  billion  higher  than  they  appear  because 
the  administrative  costs  of  Social  Security  are,  by  law,  meant  to  lie 
outside  the  general  budget  calculations. 

Removal  of  the  trust  fund  from  the  general  budget  was  not  just  an 
accounting  move  to  unveil  the  true  size  of  the  federal  deficit.  It 
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was  an  acknowledgement  that  Social  Security,  with  its  separate, 
dedicated  funding  and  separate  administrative  mechanisms,  was  distinct 
from  other  government  programs  and  should  not  be  subject  to  those 
programs  1   budgetary  restraints . 

Including  the  Social  Security  administrative  accounts  under  the 
domestic  spending  caps  put  forth  in  the  Budget  Enforcement  Act  of  1990 
betrays  the  central  objective  sought  by  removing  Social  Security  from 
the  general  budget.  Because  the  Social  Security  Old  Age,  Survivors, 
and  Disability  Insurance  fund  is  self- funded  and  in  surplus,  Congress 
agreed  that  it  was  important  to  remove  any  temptation  to  use  monies 
from  that  fund  for  any  purpose  other  than  those  for  which  it  was 
intended .  By  any  historical,  legal,  or  practical  interpretation,  it 
is  clear  that  the  administrative  expenses  of  the  program  have  been 
included  in  the  category  of  expenditures  intended  to  be  made  from  the 
trust  funds  and  not  from  the  general  Treasury. 

Indeed,  throughout  the  history  of  the  Social  Security  program,  the 
law  has  been  consistent  in  providing  that  the  trust  fund  be  used 
exclusively  for  Social  Security  Administration  and  benefits. 
Accordingly,  the  law  stipulates  that  the  administrative  costs  of  the 
Social  Security  program  be  paid  out  of  trust  fund  monies.  Since  the 
inception  of  the  Social  Security  Act  during  the  Great  Depression,  the 
trust  funds  have  always  been  used  for  this  purpose,  and  this  has 
always  been  considered  an  appropriate  use  of  trust  fund  monies.  Thus, 
there  is  no  legal  or  other  basis  for  concluding  that  the 
administrative  accounts  should  be  a  line  item  in  the  budget. 


A  Legal  History  of  the  Status  of  the  Social  Security  Trust  Funds  and 
Their  Administrative  Accounts 

The  Social  Security  Act  created  two  trust  funds:  the  Federal  Old- 
Age  and  Survivors  Insurance  Trust  Fund  (OASI),  and  the  Federal 
Disability  Insurance  Trust  Fund  (DI).  It  also  created  a  Board  of 
Trustees  designated  to  hold  and  manage  them.  The  monies  for  these 
funds  are  initially  collected  by  the  Internal  Revenue  Service  (IRS), 
and  then  transferred  directly  to  the  trust  funds.  Thus,  it  is  clear 
that  the  trust  funds  were  never  intended  to  be  part  of  the  General 
Treasury  Fund.  The  transfer  of  the  revenues  has  been  considered  a 
continuing  or  permanent  authorization,  not  an  appropriation. 

Most  important  for  the  subject  of  today's  hearing  is  that  section 
401(g)  of  the  Social  Security  Act  specifically  directs  the  Trustees 
to  pay  from  the  Trust  Funds  all  amounts  necessary  for  administration 
of  the  program.  By  any  fair  interpretation,  this  includes  not  only 
the  benefits,  but  also  the  administrative  expenses  of  running  the 
program.  This  is  evidenced  by  the  annual  authorization  made  as  a  part 
of  the  Health  and  Human  Services  Appropriation  Act  providing  that 
there  "may  be  expended,  as  authorized  by  section  201(g)  of  the  Social 
Security  Act,  from... the  trust  funds  referred  to  therein..."  and  the 
limitation  thereafter  on  certain  administrative  expenses.  This 
language,  used  year  after  year,  gives  the  Trustees  the  authority  to 
make  expenditures  for  administering  the  program  and  to  cover  the 
benefits  to  be  paid.  We  would  add  here  that  the  overhead  rate  for 
administering  the  title  II  program  is  less  than  1%  of  the  benefit 
payout.  This  overhead  rate  is  far  lower  than  that  in  existence  at  any 
private  sector  insurance  firm. 

The  benefits  and  administrative  costs  of  Social  Security  are 
unlike  any  other  government  spending  because  in  order  for  other 
spending  to  occur,  Congress  must  specifically  appropriate  money.  This 
is  because  there  is  a  constitutional  requirement  that  expenses  for 
other  programs  are  paid  from  general  treasury  funds  and  can  only  be 
disbursed  for  the  express  purposes  and  in  the  exact  amounts  delineated 
by  Congress. 

The  OASI  and  DI  Trust  Funds,  on  the  other  hand,  are  not  subject  to 
any  constitutionally-mandated  express  action  by  Congress.  Rather, 
they  were  established  in  such  a  manner  that  expenses  of  administration 


3 


119 


and  benefits  are  subject  to  the  control  of  the  Trustees.  Congress' 
role  in  authorizing  spending  on  Social  Security  is  one  of  an  oversight 
function. 

If  Congress  were  to  accede  to  the  position  of  the  Office  of 
Management  and  Budget — that  the  administrative  expenses  of  Social 
Security  be  paid  out  of  general  treasury  funds,  and  thereby  subject 
to  the  spending  limitations  set  forth  in  the  Budget  Enforcement  Act 
of  1990 — it  would  need  to  pass  new  legislation  specifically  affirming 
this  point.  That  is,  Congress  would  need  to  take  action  to  sever  the 
administrative  spending  on  Social  Security  from  the  trust  funds,  and 
place  such  spending  under  general  treasury  obligations.  Since  this 
would  constitute  "new"  domestic  spending  under  the  Budget  Enforcement 
Act  of  1990,  such  a  move  would  also  entail  cutting  spending  in  the 
domestic  category  by  the  amount  needed  to  administer  Social  Security, 
or  by  raising  sufficient  new  revenues  to  support  such  new  spending. 
Failure  to  do  so  would  result  in  a  categorical  sequester  in  domestic 
spending  in  order  to  support  the  administrative  costs  of  running  the 
Social  Security  programs. 

Since  there  is  no  question  of  whether  the  administrative  accounts 
of  Social  Security  are  on-  or  off-budget,  (they  are  definitely  off) 
the  issue  is  moot  and  the  only  question  raised  is  a  philosophical  one 
of  whether  Congress  should  take  the  administrative  funding  for  the 
Social  Security  program  out  of  the  trust  funds  and  from  the  general 
treasury  budget.  If  Treasury  funds  were  decided  upon,  it  would  be  a 
radical  departure  from  established  practice,  and  would  be  extremely 
ill-advised. 

Another  problem  created  by  making  the  Social  Security 
administrative  accounts  part  of  the  general  budget  has  to  do  with  the 
strict  spending  caps  established  in  the  Budget  Enforcement  Act,  as 
mentioned  above.  Potentially,  any  spending  increases  for  the 
administrative  expenses  of  Social  Security,  beyond  inflation 
adjustment,  would  be    precluded  over  the  next  four  years. 

Subjecting  the  administrative  accounts  to  the  restrictions  of  the 
BEA  means  that  we  at  SSA  are  left  with  no  prospect  of  reducing  our 
enormous  backlogs,  or  improving  service  to  the  public  for  at  least 
five  years.  We  are  aware  that  this  is  also  the  case  for  all  other 
domestic  programs,  but  as  we  have  established,  the  Social  Security 
program  is  unique. 

The  debilitation  of  Social  Security  via  budget  cutting  has  taken 
place  in  spite  of  the  fact  that  the  fund  which  supports  it  has 
consistently  run  a  surplus.  Cutting  spending  at  Social  Security  in 
a  way  that  undermines  the  mission  of  the  program  because  of  deficits 
in  general  Treasury  funds  is  contrary  to  the  law  and  the  intent  of 
Congress . 

The  Costs  to  Social  Security  of  Failing  to  Take  the  Administrative 
Accounts  Off -Budget 

AFGE's  ultimate  goal  is  for  Social  Security  to  be  run  in  the 
interests  of  its  beneficiaries  who  are,  for  the  most  part,  senior 
citizens  and  the  disabled.  There  is  no  question  that  the 
beneficiaries'  interests  are  best-served  by  a  program  which  runs 
smoothly,  and  is  not  incapacitated  by  underfunding  of  its 
administrative  processes. 

Political  manipulation,  coupled  with  the  unrelenting  pressures  of 
the  general  fund  deficits,  has  denied  Social  Security  adequate 
administrative  funding  over  the  past  decade.  Since  1984,  the  Social 
Security  Administration  has  lost  17,000  full-time  equivalent 
positions.  During  the  same  time  period,  reductions  in  temporary  and 
overtime  employment  have  resulted  in  a  further  reduction  of  4,600  work 
years . 

Congress  has  attempted  to  take  measures  over  the  years  to  mitigate 
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this  decline.  But  help  has  only  come  in  the  form  of  last  year's 
supplemental  appropriation  after  evidence  of  severe  deterioration  in 
service.  Therefore,  despite  its  efforts,  there  has  been  a  manifest 
decline  in  the  quality  and  quantity  of  services  to  the  public.  This 
situation  is  especially  insupportable  in  view  of  the  fact  that  Social 
Security '  s  clientele  include  many  of  the  most  vulnerable  among  us :  the 
elderly,  and  disabled  citizens  many  of  whom  rely  entirely  on  Social 
Security  for  their  livelihood. 

If  service  to  the  public  caused  Social  Security  beneficiaries  and 
claimants  to  be  the  direct  victim  of  cuts  in  funding  for  the 
administration  of  Social  Security,  then  employees'  morale  has  been  the 
collateral  damage.  The  unending  stress  of  an  increasingly  large 
workload  in  the  face  of  decreasingly  adequate  resources  has  caused 
employee  morale  at  SSA  to  plummet.  The  situation  has  become  one  which 
constantly  reproduces  itself  on  an  ever-larger  scale:  staffing  and 
resource  cuts  create  absurdly  large  workloads  and  enormous  backlogs, 
which  in  turn  cause  employee  morale  to  decline.  The  atmosphere  of 
hopelessness  and  overwork  itself  creates  inefficiency  and  exacerbates 
already  existing  problems. 

The  dimensions  of  the  problems  with  morale  at  SSA  have  been  well- 
documented.  Surveys  conducted  by  AFGE,  the  Management  Association, 
and  SSA  itself  all  confirm  the  pervasiveness  of  seriously  low  morale. 
Each  survey  found  that  nearly  all  the  problems  affecting  morale  could 
be  traced  to  understaf f ing  and  a  general  lack  of  adequate  resources. 

Apart  from  the  prospect  of  increased  availability  of 
administrative  funds  once  the  Social  Security  trust  funds  were  taken 
off-budget,  the  problems  of  backlogs  and  wildly  unrealistic  workloads 
continue.  The  problems  with  workload  which  have  been  present  for  the 
last  several  years  will  be  multiplied  many  times  as  the  result  of  the 
Supreme  Court's  February,  1990  decision  in  Sullivan  v.  Zeblev.  The 
practical  result  of  this  decision,  from  the  perspective  of  SSA,  is 
that  we  now  have  the  immediate  responsibility  to  review  several 
hundred  thousand  (between  280,000  and  560,000)  previously  denied  cases 
in  order  to  determine  whether  impoverished  children  with  disabilities 
were  sufficiently  impaired  to  be  eligible  for  SSI  benefits.  The 
reopening  and  reevaluation  of  these  cases  based  on  the  decision  in  the 
Zeblev  case  will  be  a  complex,  labor-intensive  undertaking. 
Prospective  applications  for  SSI  disability  can  be  expected  to 
increase  dramatically.  Already  states  are  informing  their  entire  AFDC 
caseloads  that  they  should  consider  going  to  a  Social  Security  office 
to  apply  for  disability  as  a  result  of  .the  change  in  eligibility 
requirements  related  to  Zeblev.  Serious  staffing  shortages  already 
exist  in  SSA,  and  the  impact  of  Zeblev  has  only  begun  to  emerge. 

Although  there  has  been  some  increase  in  funding  and  staffing  to 
accommodate  the  increased  workload  from  Zeblev,  it  was  not  augmented 
in  the  President's  budget  for  FY  1992.  The  Agency  is  already  on 
record  before  this  Committee  that  it  needs  another  $600  million  to 
properly  administer  the  agency.  Without  these  funds,  we  will  see  the 
pending  initial  disability  claims  approach  1,000,000  within  the  next 
year.  In  better  times,  the  average  pending  caseload  was  100,000  to 
200,000. 

Restoration  of  phone  service  in  phase  2  offices,  as  required  by 
the  Congress,  takes  place  in  October.  The  agency  will  not  be 
restoring  phone  lines  that  were  taken  out  when  the  800#  was 
implemented.  Nor  will  staff  be  there  to  answer  the  phones.  Clearly 
Congress  intended  that  there  be  restoration  of  phone  lines  and  staff 
committed  to  answering  incoming  calls.  The  public  will  get  busy 
signals.  Another  serious  problem  is  that  overpayments  in  the 
disability  program  are  over  $600  million  and  growing.  The  agency 
lacks  resources  to  conduct  continuing  disability  reviews  to  determine 
who  is  no  longer  eligible  for  benefits. 

Congress  has  been  clear  in  its  recognition*  that  the  trust  funds 
are  off -budget,  and  unique.  From  the  Social  Security  Act  through 
Gramm-Rudman-Hollings  to  the  Budget  Enforcement  Act,  this  legal  fact 
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has  been  continually  reaffirmed.  To  reiterate,  the  expenses  of 
administering  the  OASI  and  DI  programs  have  been  paid  from  the  Trust 
Funds,  and  have  had  no  bearing  on  the  general  fund  balance.  For  this 
reason,  it  is  improper  to  subject  them  to  the  spending  limitations 
imposed  by  the  Budget  Act  of  1990. 

Finally,  AFGE  considers  it  entirely  improper  for  the  Executive 
Branch,  specifically  0MB,  to  take  any  action  which  interferes  with  the 
transfer  of  any  administrative  funds  for  Social  Security.  We  also  do 
not  understand  the  reluctance  on  the  part  of  some  Members  of  Congress 
to  authorize  the  Trustees  to  increase  funding  for  the  Social  Security 
administration  when  such  a  critical  need  for  additional  personnel  and 
equipment  has  been  so  amply  demonstrated. 

AFGE  believes  that  the  time  has  come  to  correct  the  funding 
mistakes  which  have  been  made  in  the  recent  past,  and  begin  again  to 
administer  Social  Security  in  the  effective  and  efficient  manner  its 
millions  of  current  and  future  beneficiaries  deserve.  As  the 
historical  and  legal  records  show,  the  status  of  the  so-called 
"administrative  accounts"  should  not  be  an  issue.  We  ask  that  you 
recognize  this  history,  and  use  it  to  clarify  this  issue  once  and  for 
all.  This  will  allow  the  Social  Security  program  to  receive  its 
funding  in  a  manner  consistent  with  its  administrative  needs,  and 
allow  the  loyal  employees  of  the  Social  Security  Administration  to 
have  the  resources  to  do  their  jobs. 

With  respect  to  establishing  SSA  as  an  independent  agency  we  have 
been  on  record  before  this  Committee  for  six  years.  We  are  in  favor 
of  SSA ' s  being  independent .  We  continue  to  have  concerns  that 
employee  rights  be  protected  so  that  in  the  transition,  those  rights 
are  not  inadvertently  lost  or  weakened.  We  stand  ready  to  work  with 
Members  of  the  Committee  and  your  staff  on  this  issue. 

Finally,  AFGE  believes  that  the  accuracy  and  timelines  of  the 
disability  determination  process  can  be  improved.  Much  of  the 
solution  has  to  do  with  adequate  resources.  Administrative  changes 
can  help  as  well.  Our  Union  has  testified  on  this  issue  before  this 
Committee  earlier  this  year.  Subsequently,  AFGE  representatives  met 
with  your  staff  on  some  of  these  problems.  We  are  in  a  unique 
position  to  help.  We  are  ready  to  help.  We  want  this  program  to  work 
and  to  work  well.  AFGE  proudly  supports  SSA's  mission  and  wants  to 
serve  the  American  public  as  they  deserve  to  be  served. 

Thank  you  again  for  the  opportunity  to  testify  today.  If  the 
Chairman  or  any  Member  of  the  Committee  has  any  questions,  I  would  be 
happy  to  respond. 
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Chairman  Jacobs.  Thank  you. 
Mr.  Tobias. 

STATEMENT  OF  ROBERT  M.  TOBIAS,  NATIONAL  PRESIDENT, 
NATIONAL  TREASURY  EMPLOYEES  UNION 

Mr.  Tobias.  Thank  you,  very  much,  Mr.  Chairman. 

I  have  appeared  before  Congress  numerous  times  to  reiterate  our 
concerns  about  the  Social  Security  Administration.  To  put  it  suc- 
cinctly, we  believe  it  is  time  for  the  Social  Security  Administration 
to  get  back  on  track  and  focus  on  the  challenges  that  lie  ahead. 
This  union  strongly  supports  provisions  contained  in  H.R.  2838,  as 
well  as  the  ongoing  efforts  by  this  committee  to  accomplish  two 
very  important  goals.  First,  removing  SSA  from  under  HHS'  wing 
and  providing  the  agency  with  stable  and  independent  leadership. 

Second,  providing  SSA  with  adequate  funds  sufficient  to  serve 
the  needs  of  the  public.  This  can  only  be  done  by  making  clear  that 
SSA's  limit  on  administrative  expenses  account  is  off-budget  and, 
therefore,  insulated  from  any  spending  ceilings  imposed  in  the 
budget  agreement. 

Accomplishment  of  these  two  goals  will  go  a  long  way  toward  re- 
storing SSA  to  its  former  position  and  reversing  what,  I  believe, 
are  the  disastrous  trends  of  the  last  10  years.  The  administration's 
recent  stewardship  of  SSA  has  been  extremely  detrimental  to  the 
public  that  it  is  charged  to  serve. 

This  year's  proposed  budget  will  allow  current  backlogs  to  grow, 
busy  signal  rates  to  increase,  and  the  horrendous  morale  problems 
to  go  unabated,  and  it  is  neither  realistic  nor  responsible.  And  this 
year's  proposed  budget  is  made  against  a  backdrop  of  21  percent 
fewer  workers  today  in  SSA  than  in  1984.  We  already  have  a 
legacy  of  severe  staff  imbalances  among  SSA  field  offices,  backlogs 
rising  well  beyond  acceptable  limits,  public  frustration  at  the  lack 
of  access  to  SSA  staff  and  information,  and  a  demoralized  work 
force. 

SSA  can't  wait.  By  2025  there  will  be  80  million  people  served  by 
SSA  rather  than  the  40  million  of  today.  SSA  is  an  agency  that  can 
no  longer  do  more  with  less.  SSA  will  do  less,  and  less  means  more 
pain  to  the  American  public. 

In  conclusion,  I  want  to,  again,  applaud  this  committee's  continu- 
ing efforts  to  make  SSA  independent  and  provide  for  realistic  budg- 
eting for  the  agency.  SSA  has  an  important  job  to  do  and  it  is  time 
to  signal  the  American  people  that  SSA  will  once  again  be  open, 
responsive,  and  efficient.  Equally  important  it  is  time  to  signal 
SSA's  employees  that  they  will  be  adequately  supported  and  com- 
pensated for  the  important  job  that  they  perform. 

Thank  you,  very  much. 

[The  prepared  statement  follows:] 


123 


STATEMENT  OF  ROBERT  M.  TOBIAS,  NATIONAL  PRESIDENT, 
NATIONAL  TREASURY  EMLOYEES  UNION 

Mr.  Chairman  and  Members  of  the  Subcommittee; 

I  am  Robert  M.  Tobias,  National  President  of  National  Treasury- 
Employees  Union.  NTEU  is  the  exclusive  representative  of  over 
144,000  federal  workers,  including  SSA  employees  in  HHS  regional 
offices  and  attorneys  in  the  96  Office  of  Hearings  and  Appeals 
locations  nationwide. 

NTEU  has  appeared  before  Congress  on  many  previous  occasions 
and  sadly,  it  is  often  to  reiterate  the  same  concerns  again  and 
again.  The  Social  Security  Administration  —  which  should  be 
focused  on  confronting  the  challenges  that  lie  ahead,  instead  seems 
to  constantly  be  playing  a  game  of  catch  up. 

Despite  widespread  Congressional  calls  for  beginning  to 
replace  the  23%  of  SSA  staff  lost  to  downsizing  in  the  last  decade, 
the  Administration  again  this  fiscal  year  requested  funding  for  SSA 
that  even  they  admit  will  allow  current  backlogs  to  grow,  busy 
signal  rates  to  increase  and  the  horrendous  morale  problems  to  go 
unabated. 

By  the  year  2025,  it  is  projected  that  SSA  will  be  charged 
with  assisting  twice  as  many  beneficiaries  as  it  currently 
maintains  on  its  rolls  —  80  million  citizens  as  opposed  to  today's 
40  million.  SSA  today  employs  approximately  63,000  full  time 
workers  —  21%  fewer  than  in  1984.  The  $2  billion  in  savings  that 
the  Administration  claims  was  saved  through  this  massive  reduction 
in  force  carried  with  it  a  steep  human  price  tag.  The  results: 
a  demoralized  work  force,  severe  staff  imbalances  among  field 
offices,  rising  backlogs,  and  increasing  public  frustration  at  the 
lack  of  access  to  SSA  staff  and  information.  Yet  despite  the  well- 
documented  evidence,  SSA's  budget  request  for  Fiscal  Year  1992, 
when  adjusted  for  inflation,  is  a  shocking  16%  less  than  the 
request  made  in  1985.  While  some  improvements  were  achieved 
through  advanced  computer  systems  and  management  efficiencies, 
SSA's  service  to  the  public  continues  to  deteriorate  in  critical 
areas .     How  much  longer  will  this  be  tolerated? 

These  factors  make  it  imperative  that  dramatic  changes  be 
accomplished  in  SSA's  management  and  budgeting  practices  before  any 
further  ground  is  lost.  This  union  strongly  supports  Congressional 
efforts  to  provide  SSA  with  stable  and  independent  leadership  by 
removing  the  massive  agency  from  under  the  guardianship  of  HKS. 
SSA,  which  employs  57  percent  of  all  HHS  staff  and  accounts  for  62 
percent  of  the  HHS  budget  should  stand  on  its  own  rather  than  be 
relegated  to  the  position  of  just  another  agency  under  HHS's  wing. 
Until  we  treat  the  Social  Security  Administration  like  the 
important  entity  it  is,  it  is  doubtful  we  will  be  able  to  bring  it 
back  to  the  powerful  position  it  should  occupy.  Too,  it  is  time 
to  insulate  SSA  from  decisions  made  on  the  basis  of  budgetary- 
restrictions  placed  on  the  Department  as  a  whole.  SSA  is  unique 
in  that  its  future  beneficiaries  are  the  ones  that  contribute  the 
lion's  share  of  the  trust  fund  monies.  These  same  beneficiaries 
have  a  right  to  expect  the  service  that  they  have  paid  for  during 
their  working  years  and  in  too  many  cases  they  are  simply  not 
receiving  a  level  of  service  that  is  acceptable. 

Creation  of  an  independent  SSA  is  a  vital  first  step  in 
restoring  this  agency  to  its  former  position  and  reversing  the 
disastrous  trend  of  the  last  ten  years.  The  most  convincing 
reasons  for  an  independent  SSA  are  for  the  agency  to  achieve 
autonomy  over  its  fiscal  and  personnel  matters  and  to  once  again 
base  decisions  on  the  needs  of  the  American  people,  not  the  needs 
of  the  Office  of  Management  and  Budget.  OMB 's  meat  cleaver 
approach  to  budgeting  is  no  way  to  run  one  of  the  most  important 
programs  in  the  nation,  a  program  which  touches  the  lives  of  every 
citizen. 

For  similar  reasons,  we  believe  SSA's  Limit  on  Administrative 
Expenses  Account  (LAE)  must  be  clarified  as  being  outsxde  tne 
federal  budget.  In  the  Budget  Enforcement  Act  of  1990,  Congress 
removed    Social    Security    from   the    Federal    budget.       While  the 
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Congressional  Budget  Office  (CBO)  has  interpreted  this  as 
insulating  SSA's  salary  and  expense  fund  from  the  spending  ceilings 
contained  in  the  budget  agreement  as  well,  OMB  has  taken  a 
different  view.  OMB's  insistence  on  retaining  SSA  under  the 
ceiling  for  domestic  discretionary  spending  clearly  shows  their 
hand.  By  proposing  the  addition  of  a  few  new  staff,  and  allowing 
key  work  area  backlogs  to  continue  to  grow,  their  approach  is  akin 
to  plugging  a  few  holes  in  the  dike  and  hoping  for  the  best.  Their 
budget  proposal  is  neither  realistic  or  responsible.  And  I  think 
it  is  clear  that  they  do  not  intend  to  provide  Congress  with  a 
realistic  assessment  of  their  needs  for  administrative  funding  and 
staffing.  The  LAE  must  be  removed  from  the  budget  calculations 
without  delay. 

In  contrast  to  the  Administration  proposal,  NTEU  has  prepared 
an  alternative  budget  for  SSA  based  on  an  analysis  of  its  growing 
workloads  and  deteriorating  service  levels.  We  have  analyzed  staff 
and  workload  changes  during  the  past  four  years,  and  made  use  of 
inspection  reports  by  the  General  Accounting  Office  and  the  Health 
and  Human  Services  Department's  Inspector  General. 

NTEU's  alternative  budget  aims  to  accomplish  the  following: 

(1)  strengthen  the  community-based  service  delivery  system 
of  field  offices; 

(2)  improve  telephone  service  by  answering  one-half  million 
more  calls; 

(3)  reduce  SSI  and  DI  processing  times  for  initial  claims 
which  have  been  growing  rapidly; 

(4)  improve  processing  of  overpayment  cases  and  prevent 
overpayments ; 

(5)  improve  processing  of  post-entitlement  actions  that  are 
not  being  given  enough  priority  with  today's  staff 
shortages ;  and 

(6)  reduce  processing  times  in  Hearings  and  Appeals  by 
appointing  more  ALJ's  from  qualified  OHA  staff  attorneys. 

NTEU's  "Service  Now"  Initiative,  is  presented  in  Table  1. 
NTEU's  total  additions  to  the  budget  request  come  to  5,822  FTE  and 
$238  million.  Our  recommended  budget  for  SSA  in  FY  1992  is  $4.77 
billion  and  70,352  FTE.  We  believe  that  if  this  proposal  were 
approved,  which  keeps  administrative  costs  at  a  little  over  1 
percent  of  trust  fund  benefit  payments,  Congress  would  be 
signalling  the  American  people  that  they  will  once  again  have  an 
open,  responsive,  and  efficient  SSA.  Additionally,  Congress  would 
be  signalling  SSA's  employees  that  they  have  a  future  in  a 
rejuvenated  SSA  that  will  adequately  compensate,  train,  and  reward 
its  people. 

Furthermore,  NTEU  shares  this  Committee's  alarm  over  the  sharp 
rise  in  the  backlog  of  pending  disability  claims.  A  budget  request 
that  -assumes  continued  growth  in  this  backlog  cannot  be  tolerated. 
These  are  the  individuals  who  can  least  afford  to  wait  a  year  or 
more  for  the  assistance  they  require.  Equally  troubling  is  the 
These  are  the  individuals  who  can  least  afford  to  wait  a  year  or 
more  for  the  assistance  they  require.  Equally  troubling  is  the 
fact  that  last  year  over  170,000  needy  individuals  were  denied 
benefits  by  SSA  initially,  yet  after  a  long  delay  and  eventual 
review  by  an  Administrative  Law  Judge,  were  awarded  benefits.  With 
the  reversal  rate  of  earlier  decisions  hovering  near  63  percent, 

our  mandate  is  clear    it  is  time  for  change  and  improvement  in 

the  system.  Agency  resources  are  being  wasted,  too  little  time  is 
being  paid  to  SSA's  primary  resource  —  it's  people,  and  undue 
hardships  are  being  imposed  on  vulnerable  citizens. 
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NTEU  has  several  suggestions  for  strengthening  the  Office  of 
Hearings  and  Appeals  (OHA)  and  reducing  processing  time  for 
disability  cases. 

1)  Establishment  of  a  Pre-Hearing  Conference  and  Recommended 
Decision  Program  at  OHA.  By  promoting  current  Attorney-Advisors 
with  years  of  OHA  experience  to  GS-13  and  14  levels  and  permitting 
them  to  review,  analyze  and  develop  cases  as  they  come  into  the 
office,  precious  weeks  and  sometimes  months  can  be  cut  from  the 
decision  process.  Currently  a  case  is  placed  on  an  individual 
Administrative  Law  Judges '  docket  before  any  development  of  the 
record  can  begin.  The  Attorney-Advisor  could  prepare  a  recommended 
decision  in  fully  favorable  cases  to  help  expedite  the  process. 
The  ALJ  could  either  adopt  the  decision,  alter  it,  or  proceed  as 
if  no  recommendation  was  made.  However,  in  those  cases  that 
clearly  warrant  reversal,  processing  time  and  payment  delays  would 
be  substantially  reduced. 

2)  NTEU  strongly  supports  the  Committee's  goal  of  eliminating 
differences  between  disability  criteria  used  by  disability 
examiners  and  that  applied  by  the  ALJ's  on  appeal. 

3)  We  are  not  convinced  that  face  to  face  meetings  between 
claimants  and  disability  examiners  will  stem  the  tide  of  appeals 
or  improve  the  quality  of  the  initial  determination.  It  may  well 
consume  any  savings  that  might  otherwise  be  achieved  in  overall 
processing  time.  The  public  is  increasingly  turning  to  the  Office 
of  Hearings  and  Appeals  for  review  of  disability  determinations  - 
-  in  large  part  due  to  the  independent  nature  of  the  hearing  level 
of  the  process.  To  create  the  appearance  of  due  process  at  the 
initial  determination  level  may  be  of  little  value  in  improving  the 
quality  of  the  initial  determination,  or  in  slowing  the  numbers  of 
appealed  cases. 

4)  Lastly,  this  union  has  expressed  for  some  time  now  its 
belief  that  the  criteria  for  appointing  Administrative  Law  Judges 
should  be  revised  so  as  to  allow  OHA  attorneys  to  compete  for  these 
positions.  The  Office  of  Personnel  Management  has  refused  to 
modify  its  traditional  standards  for  appointment  which  rely  in 
large  part  on  prior  trial  experience,  and  give  relatively  little 
weight  to  expertise  with  Social  Security  law.  The  large  pool  of 
talent  among  OHA  attorneys  continues  to  go  untapped  while  the 
caseloads  and  length  of  time  to  render  decisions  increases.  We 
urge  Congress  to  act  quickly  to  expand  OHA's  capacity  to  deal  with 
this  mounting  workload. 

NTEU  greatly  appreciates  the  continuing  efforts  by  this 
Committee  to  improve  the  SSA  and  look  toward  the  future.  SSA  can 
no  longer  do  more  with  less.  Any  administrative  efficiencies  to 
be  made  have  long  since  been  accomplished.  We  are  all  in  agreement 
that  SSA  has  an  important  job  to  do.     It's  time  to  get  on  with  it. 


51-621  0-92-5 
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Table  1 

SSA  Budget  Request  for  FY  1992  and  NTEU  Recommendation* 


Administration  Request 

NTEU  RECOMMENDED  ADDTIONS 

A.  To  maintain  programmed  service  levels 

1.  Process  new  SSI  claims  from 
outreach  mandated  by  OBRA-1989. 

2 .  Restore  contingency  reserve  to 
100  million. 


Dollars 
(Thousands) 


4,532,000 


+5,321 


FTE's 
(Average  Post ions) 


+172 


Sub-total  to  maintain  service  levels  +55,321 

B.  To  fund  NTEU's  "Service  Now"  Initiative 
to  Restore  an  Effective  SSA  - 

1.  Strengthen  the  community-based 

service  delivery  system  +97,350 

2 .  Improve  telephone  service  by  ans- 
wering one-half  million  more  calls.  +16,225 

3 .  Reduce  SSI  and  DI  processing  time 

for  initial  claims  +25,960 

4.  Improve  processing  of  overpayment 

cases  +12,980 

5.  Improve  processing  of  postentitlement 

actions  •  +25,960 

6.  Reduce  processing  times  in  Hearings 

and  Appeals'  +  4,867 


+172 

+3,000 
+  500 
+  800 
+  400 
+  800 
+  150 


Sub-total  NTEU's  "Service  Now"  Initiative  +183,342 
NTEU  TOTAL  ADDITIONS  +238,663 
NTEU  RECOMMENDED  BUDGET  FOR  FY  1992  4,770,663 


+5,650 
+5,822 
70,352 


Limitation  on  Administrative  Expenses 

*Includes  resources  for  processing  Zeblev  claims 
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Chairman  Jacobs.  Thank  you,  Mr.  Tobias. 
Mr.  Christopher. 

STATEMENT  OF  TOM  CHRISTOPHER,  PRESIDENT,  NATIONAL 
ASSOCIATION  OF  DISABILITY  EXAMINERS 

Mr.  Christopher.  Thank  you,  Mr.  Chairman. 

Good  morning,  Chairman  Jacobs.  My  name  is  Tom  Christopher 
and  I  am  the  current  president  of  the  National  Association  of  Dis- 
ability Examiners  and  I  appreciate  this  opportunity  to  be  here  and 
to  speak  in  favor  of  H.R.  2838. 

We  support  the  entire  bill  but  we  are  only  going  to  comment  on 
three  of  the  sections,  due  to  time.  First,  the  GAO  study.  We  en- 
dorse your  proposal  for  a  GAO  study  of  the  problems  and  needs  of 
the  Social  Security  disability  process.  We  believe  impartial  studies 
like  this  help  all  of  us  to  provide  better  service  to  our  claimants. 
We  are  a  little  concerned,  however,  about  some  of  the  language  in 
the  bill  which  seems  to  imply  preconceived  conclusions  about  the 
problems  facing  the  program,  specifically  problems  related  only  to 
the  DDSs. 

NADE  previously  testified  before  this  subcommittee  advocating 
increased  professional  discretion  by  the  DDS  decisionmaker.  We  be- 
lieve there  are  two  unique  differences  between  the  outcomes  by  the 
ALJ  decision  makers  and  the  DDS  decisionmakers.  These  are 
greater  professional  discretion,  and  of  face-to-face  experience. 

Increased  professional  discretion  by  the  DDS  decisionmaker 
would  result  in  more  allowances  prior  to  any  face-to-face  experi- 
ence. This  would  mean  more  claims  would  be  allowed  earlier,  more 
cost  effectively  and  with  less  inconvenience  to  the  claimants. 

Accordingly  we  urge  you  to  expand  the  GAO  study  to  include  an 
analysis  of  this  issue.  Given  the  cost  implications  of  any  new  face- 
to-face  experience,  now  would  be  the  ideal  time  for  GAO  to  study 
this  issue. 

Regarding  the  SSA  administrative  expenses,  we  previously  testi- 
fied before  this  subcommittee,  strongly  endorsing  the  removal  of 
Social  Security  administrative  costs  from  the  cap  on  domestic  dis- 
cretionary spending.  We  believe  the  proposed  legislative  action 
would  make  available  sufficient  funding  to  operate  this  very  vola- 
tile program  with  its  frequently  changing  mandates  and  initiatives. 
The  current  funding  approach  has  severely  crippled  the  fulfillment 
of  the  Social  Security  Disability  program's  mission. 

In  hindsight,  if  such  a  funding  approach  had  been  in  place  earli- 
er, the  Social  Security  Disability  program  would  not  have  received 
the  "F"  grade  in  the  recent  report  card. 

Again,  let  the  record  show  that  NADE  strongly  supports  remov- 
ing the  Social  Security  administrative  costs  from  the  cap  on  domes- 
tic discretionary  spending. 

Regarding  SSA  as  an  independent  agency,  NADE,  as  well  as  ev- 
erybody else  who  has  testified  today  is  strongly  supportive  of  this 
proposal.  We  believe  that  while  there  is  no  easy  answer  to  the 
question  and  there  is  no  simple  solution.  The  size  and  scope  of  the 
operation  of  the  Social  Security  Administration  lends  credence  to 
establishing  it  as  an  independent  agency. 
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Such  an  organizational  structure  would  permit  it  to  be  more  re- 
sponsive to  changes  in  society  and  in  medicine,  while  at  the  same 
time  reducing  the  political  pressures  that  are  currently  brought  to 
bear  on  the  agency  and  its  programs. 

As  an  example,  we  cite  the  multiple  problems  the  program  has 
faced  in  the  1980's  starting  with  the  ill-conceived  accelerated  CDR 
process  of  the  early  1980's;  the  down-sizing  in  the  late  1980's;  and 
right  now  the  virtual  gridlock  situation  the  program  is  experienc- 
ing in  the  DDS's. 

We  believe  an  independent  board  could  guide  and  govern  SSA 
would  create  stability  and  continuity  which  has  been  absent  a  long 
time.  The  current  arrangement  as  part  of  HHS  does  not  facilitate 
long-range  planning.  There  is  a  lack  of  continuity  and  with  the 
change  of  each  national  administration  there  are  new  players  with 
new  or  different  agendas.  All  of  this  means  changes  in  policy  and 
procedures  which  does  affect  service  to  the  claimants. 

We  would  hope  that  if  and  when  the  Social  Security  Administra- 
tion becomes  an  independent  agency  they  will  be  able  to  reduce  the 
levels  of  bureaucracy  that  are  inherent  with  many  Government 
programs  so  this  would  result  in  quicker  response  times  to  constit- 
uent needs,  as  well  as  enhancing  communication  with  all  of  its 
components. 

Some  other  people  have  testified  today  about  the  public  trust  to 
SSA  and  how  much  it  has  lost  and  dropped.  That  definitely  is  a 
given  and  I  think  the  creation  of  an  independent  agency  would  go 
a  long  ways  toward  starting  to  facilitate  and  regain  that  trust. 

In  conclusion,  Mr.  Chairman,  NADE  very  strongly  supports  this 
well-balanced  bill  which,  if  implemented,  would  help  correct  a  lot 
of  the  longstanding  problems  of  the  current  system. 

On  behalf  of  NADE,  I  appreciate  the  opportunity  afforded  to  tes- 
tify today. 

Thank  you. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  TOM  CHRISTOPHER,  PRESIDENT,  NATIONAL 
ASSOCIATION  OF  DISABILITY  EXAMINERS 

Chairman  Jacobs  and  Members  of  the  Sub-Committee: 

My  name  is  Tom  Christopher  and  I  am  the  current  President  of  the 
National  Association  of  Disability  Examiners  ( NADE ) .  We  appreciate 
this  opportunity  to  speak  in  support  of  H.R.  2838.  NADE  supports  the 
entire  bill.  Due  to  time  constraints,  we  will  address  only  three 
sections  of  this  bill. 


Sec.  106.  STUDY  BY  GENERAL  ACCOUNTING  OFFICE  OF  DISABILITY 
DETERMINATION  PROCESS. 

We  endorse  your  proposal  for  a  GAO  study  of  the  problems  and 
needs  of  the  Social  Security  Disability  Determination  and  Appeals 
Program.  We  believe  impartial  studies  by  the  GAO  help  all  of  us 
provide  better  service  to  our  claimants.  If  we  are  to  improve  the 
system,  then  the  study  needs  to  examine  the  actual  problems  of  the 
program.  However,  we  are  concerned  that  the  language  in  this  bill 
imDlies  preconceived  conclusions  about  the  problems  facing  the 
program,    i.e.    problems   limited  only  to  the  State  DDSs. 

NADE  has  previously  testified  before  you  advocating  increased 
professional  discretion  by  the  DDS  decision  maker.  We  believe  there 
are  two  unique  differences  between  the  decision  outcomes  by  the  ALJs 
and  the  DDS  decision  makers.  They  are  1)  greater  professional 
discretion  and  2)    face-to-face  experience. 

We  believe  increased  professional  discretion  by  the  DDS  decision 
maker  would  result  in  more  allowances  prior  to  (without)  the 
face-to-face  experience.  If  we  are  correct  in  this,  it  would  mean 
many  more  claims  would  be  allowed: 

1 .  earlier 

2.  more  cost-effectively,  and 

3.  with   less   inconvenience  to   the  claimant 

Accordingly,  we  strongly  urge  you  to  expand  the  GAO  study 
proposed  in  Section  106  of  H.R.  2838  to  include  an  analysis  of  this 
question.  Failure  to  evaluate  the  impact  of  increased  discretion  by 
the  DDS  decision  makers  would  only  perpetuate  the  perception  that 
face-to-face  interviews  is  the  primary  reason  for  increased  allowance 
bv  the  ALJs.  Given  the  cost  implications  of  any  new  face-to-face 
experience  now  is  the  ideal  time  to  study  this  issue.  We  further 
urge  that  any  such  study  undertaken  by  GAO  also  address  the  program 
problems  in  the  Quality  Assurance  Review  process  which  now  appears  to 
differ   from  region  to  region. 


Sec.  201.  CLARIFICATION  OF  STATUS  OF  ADMINISTRATIVE  EXPENSES  PAID 
FROM  THE  OASDI   TRUST  FUNDS. 

You  will  recall  that  in  our  testimony  before  your  sub-committee 
on  February  21,  1991,  we  went  on  record  as  strongly  endorsing  the 
removal  of  Social  Security  administrative  costs  from  the  cap  on 
domestic  discretionary  spending.  It  is  our  belief  that  such 
legislative  action  would  make  available  sufficient  funding  to  operate 
this  verv  volatile  Drogram  with  its  frequently  changing  mandates  and 
initiatives.  The  current  funding  approach  has  severely  crippled  the 
fulfillment  of  the  Social  Security  Disability  Program's  mission 
during  the  decade  of  the  1980' s.  In  hindsight,  if  such  a  funding 
approach  had  been  in  place  earlier,  the  Social  Security  Disability 
Program  would  not  have"  received  the  recent  "F"  grade  on  performance 
in  the  renort  card  issued  by  Chairman  Rostenkowski  and  Chairman 
Jacobs.  Again,  let  the  record  show  that  the  National  Association  of 
Disability  Examiners  strongly  believes,  and  is  on  record,  that  the 
Social  Security  administrative  costs  should  be  removed  from  the  cap 
on  domestic  discretionary  spending. 
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Sec.  301.  ESTABLISHMENT  OF  THE  SOCIAL  SECURITY  ADMINISTRATION  AS  A 
SEPARATE,    INDEPENDENT  AGENCY;    RESPONSIBILITIES  OF  THE  AGENCY. 

We  recognize  that  there  are  inevitable  problems  for  the  program 
whether  Social  Security  remains  under  the  umbrella  of  the  Department 
of  Health  and  Human  Services,  or  whether  it  is  established  as  an 
independent  agency.  Neither  arrangement  will  guarantee  a  perfect 
system.  However,  we  believe  that  the  size  of  the  Social  Security 
Administration,  lends  credence  to  considering  establishing  it  as  an 
independent  agency.  We  believe  that  such  an  organizational  structure 
would  permit  it  to  be  more  responsive  to  changes  in  society  and  in 
medicine,  while  at  the  same  time  reducing  the  political  pressures 
that  are  currently  brought  to  bear  on  the  agency  and  its  programs. 
As  an  example,  we  cite  the  multiple  problems  the  program  has 
experienced  in  the  just  concluded  decade  of  the  1980 's  starting  with 
the  CDR  process  of  1980-81;  the  subsequent  down-sizing  of  the  late 
1980 's;   and  the  current  almost  grid-lock  situation  of  the  program. 

We  believe  that  an  independent  board  to  guide  and  govern  the 
Social  Security  Administration  would  create  stability  and  continuity 
which  has  been  absent  for  too  long.  The  current  arrangement  as  a 
part  of  the  Department  of  Health  and  Human  Services  negatively 
impacts  on  any  attempt  at  long-range  planning.  There  is  lack  of 
continuity,  and  with  the  char.ge  of  each  national  administration, 
there  is  a  new  agenda  which  obviously  creates  turmoil,  reverses  or 
changes  directions  and  disrupts  program  procedures.  We  would  hope 
that  the  Social  Security  Administration  as  an  independent  agency 
could  reduce  the  layers  of  bureaucracy  that  are  inherent  with 
governmental  programs.  If  so,  this  could  result  in  quicker  response 
time  to  constituent  needs  as  well  as  enhancing  communication  with  all 
of  its  components.  Hopefully  the  structural  changes  proposed  by  H.R. 
2838,  i.e.  establishing  a  Social  Security  board,  executive  director, 
etc.,  will  enhance  SSA's  ability  to  administer  its  vitally  important 
programs  for  the  citizens  of  this  country. 

The  creation  of  an  Office  of  the  Beneficiary  Ombudsman  places  a 
high  level  person  within  the  Social  Security  Administration  who 
represents  the  "interest  and  concerns  of  beneficiaries..."  While  it 
is  uncertain  how  this  will  work  on  a  national  level,  we  believe  there 
is  a  real  need  for   this  position  and  support  this  proposal. 

We  continue  to  be  concerned  about  the  Administrative  Law  Judge 
process  and  the  significant  differences  that  exist  between  their 
adjudicative  climate  and  the  State  Disability  Determination  Service 
adjudicative  climate.  We  also  have  concern  about  the  dramatic  range 
in  allowance  rates  between  ALJs,  both  across  the  country  and  within 
the  same  region.  We  are  not  sure  that  establishing  the  position  of 
Chief  Administrative  Lav;  Judge  will  correct  these  discrepancies.  The 
value  of  such  a  position,  as  well  as  the  other  proposed  positions 
should  be  part  of  any  GAO  study  that   is  initiated. 

Mr.  Chairman,  and  Sub-Committee  Members,  we  appreciate  and 
strongly  support  these  three  sections  of  this  well-balanced  and 
written  bill,  which  if  implemented  would  help  correct  a  lot  of  the 
long-standing  weaknesses  of  the  current  system.  On  behalf  of  the 
National  Association  of  Disability  Examiners,  I  appreciate  the 
opportunity  afforded  our  organization  to  testify  before  you  today. 
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Chairman  Jacobs.  Thank  you,  Mr.  Christopher. 
Mr.  Boham. 

STATEMENT  OF  WILLIAM  D.  BOHAM,  ADMINISTRATIVE  LAW 
JUDGE,  FARMINGTON  HILLS,  MI 

Mr.  Boham.  Thank  you,  Mr.  Chairman. 

I  also  thank  your  committee  and  ycur  staff  for  this  opportunity 
to  appear  before  you  and  to  urge  passage  of  this  bill  which  will 
create  an  independent  office  of  hearings  and  appeals,  which  will 
hopefully  provide  a  better  service  for  your  constituents  when  ap- 
plying for  disability. 

My  name  is  William  Boham,  and  I  am  an  administrative  law 
judge  with  the  Social  Security  Administration  assigned  to  the  Oak 
Park,  MI,  hearing  office  and  was  appointed  during  1978.  I  do  not 
represent  any  organizations  or  other  ALJ's,  only  myself. 

Recently  a  report  graded  the  disability  program  an  F.  In  my 
opinion  this  grade  is  justified  and  has  been  for  years.  The  reason 
for  this  is  based  upon  the  control  which  the  Social  Security  Admin- 
istration exercises  over  the  Office  of  Hearings  and  Appeals.  For 
years  management  has  insisted  that  the  administrative  law  judges 
dispose  of  unrealistically  large  number  of  cases  regardless  of  the 
quality  of  the  work  necessary  to  produce  those  numbers. 

In  response  to  this  pressure,  many  administrative  law  judges 
have  developed  an  array  of  tactics  to  dispose  of  large  number  of 
cases  regardless  of  the  quality  of  the  work  involved.  I  would  like  to 
put  that  word,  dispose,  in  quotation  marks.  Some  of  these  tactics 
are  listed  in  my  written  statement,  but  I  would  like  to  stress  one  of 
these  tactics  which  actually  reflects  the  situation  in  the  Office  of 
Hearings  and  Appeals. 

Administrative  law  judges  are  allowed  to  dismiss  cases  and  re- 
ceive credits  for  a  disposition  without  a  hearing  if  the  administra- 
tive law  judge  determines  that  a  psychiatric  impairment  exists  and 
the  impairment  has  not  previously  been  evaluated.  The  case  is 
then  remanded  to  the  Social  Security  Administration  for  further 
development.  This  procedure  has  been  abused.  Many  of  the  cases 
are  remanded  over  objections  of  the  claimants  and  often  these  re- 
mands are  based  on  no  more  than  an  isolated  comment  in  the  file 
that  the  claimant  at  some  point  of  time  in  the  past  appeared  to  be 
"nervous,"  again,  in  quotation  marks. 

These  cases  inevitably  find  their  way  back  to  the  office  of  hear- 
ings and  appeals  many  months,  if  not  a  year  or  so  later.  All  of 
these  tactics  not  only  result  in  poor  quality  dispositions,  but  often 
result  in  long  delays  before  the  cases  are  actually  disposed  of.  The 
appeals  council  and  the  Federal  district  courts  often  remand  many 
cases  to  the  administrative  law  judges  because  the  evidence  in  the 
case  was  incomplete  or  because  the  hearing  or  the  written  decision 
was  seriously  deficient.  These  remands  easily  add  a  year  or  two  to 
the  life  of  the  case. 

Management  professes  to  discourage  these  tactics,  but  the  tactics 
continue  with  the  tacit  approval  of  management.  If  the  GAO  stud- 
ies this  problem  I  would  like  for  them  to  go  into  more  detail  and 
get  down  to  what's  really  going  on  instead  of  making  more  of  a  su- 
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perficial  review  of  the  situation  or  relying  too  much  on  manage- 
ment. 

There  are  other  factors  I  have  listed  in  my  written  statement  but 
I  think  my  statement  so  far  has  pretty  well  presented  my  view  of 
the  situation  and  I  would  be  glad  to  answer  questions. 

Thank  you. 

[The  prepared  statement  follows:] 


HON .    ANDREW  JACOBS,    JR.,  M.C. 

CHAIRMAN,    SUBCOMMITTEE   ON  SOCIAL  SECURITY 

COMMITTEE   ON  WAYS  AND  MEANS 

U.S.    HOUSE  OF  REPRESENTATIVES 

WASHINGTON,  D.C. 

DEAR  MR.    CHAIRMAN  AND  MEMBERS   OF   THE  SUBCOMMITEE 

THANK  YOU  FOR   THIS   OPPORTUNITY  TO  URGE   PASSAGE   OF  H.R.  2838 

WHICH  WILL  CREATE  A  MORE   INDEPENDENT  OFFICE  OF  HEARINGS 

AND  APPEALS.    MY  NAME   IS  WILLIAM  BOHAM.    I   AM  AN  ADMINISTRATIVE 

LAW  JUDGE  WITH  THE   SOCIAL   SECURITY  ADMINISTRATION  (SSA) 

ASSIGNED  TO  THE   OAK   PARK,    MICHIGAN  HEARING  OFFICE. 

I  WAS  APPOINTED  ADMINISTRATIVE  LAW  JUDGE    (ALJ)  DURING 

JULY,    1978.    I   DO  NOT  APPEAR  HERE  TODAY  REPRESENTING  ANY 

ORGANIZATION  OR   OTHER  ALJ ' S--ONLY  MYSELF. 

RECENTLY,    A  REPORT  GRADED  THE  DISABILITY  PROGRAM  AN  "F." 
IN  MY  OPINION,    THIS  GRADE   IS   JUSTIFIED,    AND  HAS   BEEN  FOR  YEARS. 
THE   REASON  FOR  THIS   IS   BASED  UPON  THE  CONTROL  WHICH  SSA  EXER- 
CISES  OVER  THE   OFFICE   OF  HEARINGS  AND  APPEALS    ( OHA ) .  THE 
CHIEF  ALJ   IS  APPOINTED  BY  THE  ASSOCIATE   COMMISSIONER  OF 
SOCIAL  SECURITY.    REGIONAL  CHIEF  ALJ 1 S  AND  HEARING  OFFICE  CHIEF 
ALJ'S  ARE  THEN  APPOINTED  DOWN  THE  LINE.    OFTEN,    THE  APPOINT- 
MENT OF   THESE  VARIOUS  ALJ'S  HAS   BEEN  BASED  ON  THAT  ALJ'S 
HISTORY  OF   ISSUING,    AND  WILLINGNESS   TO   ENCOURAGE  SUB- 
ORDINATE ALJ'S   TO   ISSUE,    UNREASONABLY  LARGE  NUMBERS  OF 
DISPOSITIONS    (DECISIONS  AND  DISMISSALS)    AT  THE   EXPENSE  OF 
QUALITY.    THEN,    BONUSES  ARE   PAID  TO  VARIOUS   SSA  AND  OHA 
MANAGERS   BASED  UPON  THE  NUMBER  OF  DISPOSITIONS  ISSUED 
BY  OHA.    FOR   EXAMPLE,    I   RECENTLY  HEARD  THAT  AN  ASSOCIATE 
COMMISSIONER  RECEIVED  ABOUT   $10,000.00   IN  SUCH  BONUSES 
OVER  A  TWO  YEAR   PERIOD.    HEARING   OFFICES  ARE  CONSTANTLY 
REMINDED  THAT  MORE  DISPOSITIONS  ARE  NECESSARY  TO  ENSURE 
BONUSES.    ALJ'S  WHO  ASSIST  MANAGEMENT  RECEIVE  MANY  SPECIAL 
CONSIDERATIONS;    ALJ'S  WHO   INSIST  UPON  PERFORMING  HIGH 
QUALITY  WORK   ARE  HARASSED. 

IN  ORDER  TO  MEET  MANAGEMENT'S   EXPECTATIONS,   MANY  ALJ'S 
HAVE  DEVELOPED  A  LARGE  NUMBER   OF   TACTICS  WHICH  HAVE  RESULTED 
IN  POOR   QUALITY  SERVICE:    MENTAL  REMAND  DISMISSALS;  SHORT 
HEARINGS;    FAILURE   TO  HAVE  MEDICAL  EXPERTS  AND  VOCATIONAL 
EXPERTS   AT  THE  HEARING;    INADEQUATE  DEVELOPMENT  OF  EVIDENCE; 
FAILURE  TO  THOROUGHLY  REVIEW  THE   CASE   PRIOR  TO  THE  HEARING; 
ISSUING   INADEQUATE  DECISIONS;    SHORT  HEARINGS;    AND,  NOT 
ASSIGNING  NEW  CASES   IN  AN  ESTABLISHED  ROTATION.  THESE 
TACTICS  ALSO   RESULT   IN  LONG  DELAYS   IN  THE  PROCESSING  OF 
CLAIMS . 

AN  ALJ  MAY  REMAND^jV-  CASE  TO  THE   RECONSIDERATION  LEVEL, 
IF  A  PSYCHIATRIC^ APPEARS  AND  WAS  NOT  PREVIOUSLY  EVALUATED. 
THE  ALJ  MAY  RAISE  THE   ISSUE  AND  REMAND  THE   CASE  EVEN 
THOUGH  THE   CLAIMANT  OBJECTS  TO  THE  REMAND  AND/OR  STATES 
THAT  HE   IS  NOT  CLAIMING  A  PSYCHIATRIC   IMPAIRMENT.  SSA 
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WILL  THEN  DEVELOP  THE   PSYCHIATRIC   EVIDENCE,    IF  NECESSARY. 
A  NEW  RECONSIDERATION  DETERMINATION   IS  MADE.    SOME  SIX 
MONTHS  TO  A  YEAR  AFTER  THE  REMAND,    THESE   CASES   ARE  USUALLY 
RETURNED  TO   OHA  AND  ASSIGNED  TO  ANOTHER  ALJ  WHO  MUST  THEN 
PROCEED  TO  A  HEARING.    THE  FIRST  ALJ  COULD   EASILY  DEVELOP 
THE  NECESSARY   EVIDENCE  WITHOUT  REMANDING  THE  CASE; 
OFTEN,    NO  ADDITIONAL  EVIDENCE   IS  NECESSARY     BECAUSE  NO 
PSYCHIATRIC   IMPAIRMENT  EXISTED. 

THE   OTHER   TACTICS  MENTIONED  ABOVE   OFTEN  RESULT   IN  APPEALS, 
AND  THE   CASES  ARE  REMANDED  TO  THE  ALJ   BECAUSE   OF  THE 
INADEQUATE  RECORD.    A  REMAND  BY  THE  APPEALS   COUNCIL  MAY 
ADD  A  YEAR  TO   THE  LIFE   OF  A  CASE;    A  FEDERAL  DISTRICT 
COURT  REMAND  MAY  ADD  A  YEAR  OR  TWO,  EASILY. 

OFTEN,    MANAGEMENT  DENIES   THAT  THESE  TACTICS   EXIST,  OR 
CLAIM  THAT  THEY  ARE   FORBIDDEN.    FOR  EXAMPLE,  MANAGEMENT 
RECENTLY   ISSUED  A  MEMO  WHICH  DISCOURAGED  THE  USE  OF  MENTAL 
REMANDS;    HOWEVER,    THE  MEMO  HAD  NO   EFFECT  ON  THE  ALJ ' S 
WHO   COMMONLY  USE   THE  TACTIC. 

MANAGEMENT  DOES   NOT  HAVE  A  QUALITY  ASSURANCE  PROGRAM- 
THEIR  ONLY  CONCERN   IS  NAKED  NUMBERS.    NO   ONE  WOULD  OPPOSE 
AN  HONEST  EFFORT  BY  MANAGEMENT  TO  REASONABLY  ENCOURAGE 
MORE  HIGH  QUALITY  WORK.    HOWEVER,    THIS   IS  NOT  WHAT  IS 
HAPPENING   IN  OHA.    A  SYSTEM  OF   THREATS  AND   IMPROPER  REWARDS 
ARE  USED  TO   FORCE  AND   INDUCE  ALJ'S  TO  PROCESS  UNREALISTIC 
NUMBERS   OF   CASES  RESULTING   IN  SIGNIFICANT  DEFICIENCIES. 

AN  ASSOCIATE   COMMISSIONER  AND  A  CHIEF   JUDGE  ONCE  EXPLAINED 
TO  A  MEETING  OF  ALJ ' S   THAT  THE  NUMBER   OF  DISPOSITIONS, 
INSISTED  UPON  BY  MANAGEMENT,    WAS  DETERMINED  BY  DIVIDING 
THE  NUMBER  OF  HEARING  REQUESTS   BY  THE  NUMBER  OF  ALJ 1 S 
THIS   CLEARLY  REFLECTS  AN  ATTITUDE  DEVOID  OF  ANY  CONSIDER- 
ATION OF  QUALITY. 

BY  MEMO  DATED  AUGUST   9,    1991,    THE  CURRENT  ASSOCIATE 
COMMISSIONER  AND  CHIEF   JUDGE  ADMITTED  THAT   2  DISPOSITIONS 
PER  DAY  PER  ALJ  WAS    "OUT  OF   REACH,"    BUT    "SUGGESTED"  THAT 
1.9   DISPOSITIONS   PER  DAY  COULD  BE  ACHIEVED.    THESE  FIGURES 
RAISE   SOME   INTERESTING  QUESTIONS:    IF   2    IS   OUT  OF  REACH, 
HOW  IS    1.9  WITHIN  REACH?   HOW  CAN   1.9   OR   2   BE  ESTABLISHED 
WHEN  CASES  VARY  WIDELY   IN  THE  AMOUNT  OF   TIME  WHICH  IS 
NECESSARY  TO   PROPERLY  PROCESS   CASES--NOT  TO  MENTION  THE 
WIDELY  VARYING  AMOUNTS   OF  TIME  WHICH  DIFFERENT  ALJ'S  EXPEND 
ON  SIMILAR  CASES. 

THE   COMMISSIONER   ISSUED  A  MEMO   TO  THE   EFFECT  THAT  ALJ ' S 
WERE  NO  LONGER   SUBJECT  TO  A   "NUMBERS"    STANDARD.  OBVIOUSLY, 
THEY  ARE!    RATHER,    ALJ ' S   SHOULD  BE  ALLOWED,    AND  ENCOURAGED, 
TO   SPEND  THE  AMOUNT  OF  TIME  WHICH   IS   REASONABLY  NECESSARY 
TO  THOROUGHLY  AND  PROFESSIONALLY  ANALYZE   EACH  CASE. 
NATURALLY,    SUCH  ALJ ' S   CAN  NOT  COMPETE   IN  THE  NUMBERS  GAME 
WITH  ALJ'S  WHO   ENGAGE   IN  SHORTCUTS.    IT   IS  ALSO  INAPPRO- 
PRIATE  TO   CONJURE  UP  NUMERICAL   STANDARDS  WHICH  REQUIRE 
SUPERFICIAL  HANDLING  OF   CASES, AND  THEN  TRY  TO   FORCE  ALL 
OF  THE  ALJ'S   TO  MEET  THESE  STANDARDS. 

YOUR  CONSTITUENTS  DESERVE  TO  HAVE  THEIR  CASES  THOROUGHLY 
DEVELOPED  AND  PROFESSIONALLY  EVALUATED --NOT  PROPELLED  DOWN 
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A  HIGH   SPEED   PRODUCTION  LINE.    IMPROVEMENT  WILL  OCCUR  ONLY 
WHEN  MANAGEMENT   IS   SELECTED  STRICTLY  ON   ITS  DEDICATION 
TO  RENDERING   "A"    QUALITY  SERVICES   TO  YOUR  CONSTITUENTS. 
IN  THE   PAST,    NO   IMPROVEMENT  HAS  RESULTED  FROM  MERELY 
REPLACING  MANAGERS;    NEW  MANAGERS  ARE   CHOSEN  TO   CARRY  ON 
THE   SAME  POLICIES. 

THIS   STATEMENT  CAN  NOT  COVER  ALL  OF   THE   POINTS  WHICH  ARE 
MATERIAL  TO  THIS   SUBJECT.    I   ATTEMPTED  TO,    AT  LEAST,  REFER 
TO   SOME   OF  THE  MAJOR   PROBLEMS.    I   ALSO  URGE  YOU  TO  REVIEW 
MY  WRITTEN  STATEMENT  FILED  LAST  YEAR  WITH  THIS  SUBCOMMITTEE. 

THANK  YOU, 


WILLIAM  D.  BOHAM 
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Chairman  Jacobs.  I  thank  you,  Judge  Boham.  Actually  I  don't 
think  we  are  going  to  have  time  for  questions  which  should  flatter 
all  of  you.  I  guess  I  could  ask  about  the  federalization  proposal  of 
Mr.  Gage  and  Mr.  Christopher  but  I  also  already  saw  the  eyebrows 
raise  on  Mr.  Christopher,  so  we  will  let  the  record  show  that  they 
did,  and  thank  the  panel  for  its  contribution. 

The  final  panel,  the  two  people,  can  come  forward  and  we  will 
see  how  we  get  along  here.  We  have  Mr.  Hewitt  and  Mr.  Entin 
from  the  National  Taxpayers  Union  and  the  Institute  for  Research 
on  the  Economics  of  Taxation,  respectively,  and  I  believe  that  Mr. 
Hewitt  is  first. 

STATEMENT  OF  PAUL  S.  HEWITT,  VICE  PRESIDENT,  NATIONAL 
TAXPAYERS  UNION,  ON  BEHALF  OF  JAMES  DALE  DAVIDSON, 
CHAIRMAN 

Mr.  Hewitt.  Thank  you. 

I  am  going  to  be  the  fly  in  the  ointment  this  morning  and  talk 
about  the  future.  Mr.  Chairman,  the  National  Taxpayers  Union  op- 
poses H.R.  2838  as  an  ill-conceived  proposal  to  expand  taxes  and 
spending  under  the  Social  Security  program.  The  first,  and  most 
basic  reason  is  that  our  present  social  insurance  system  is  already 
unsustainable.  Expanding  it  will  only  worsen  the  system's  long- 
term  problems. 

The  most  recent  official  projections  for  OASDI  show  that  payroll 
taxes  are  more  than  likely  to  double  in  the  next  century.  Under 
prudent  assumptions  which  envision  a  sustained  productivity 
growth  a  rate  of  twice  that  of  1970  to  1990,  SSA's  actuaries  predict 
that  the  cash  benefits  program  will  eventually  cost  26  percent  of 
payroll.  When  Medicare's  Hospital  Insurance  [HI]  program  is 
added  to  the  system  it  is  predicted  revenues  need  to  jump  to  45  per- 
cent of  payroll. 

In  addition,  according  to  a  recent  Health  Care  Finance  Adminis- 
tration report,  Medicare's  Supplemental  Medical  Insurance  [SMI] 
program  will  surpass  the  cost  of  HI  by  the  year  2000.  If  SMI  only 
grows  as  fast  as  HI  thereafter  the  total  taxpayer  financed  cost  of 
Social  Security  and  Medicare  could  rise  as  high  as  63  percent  of 
payroll. 

Legislation  before  this  committee  would  add  to  the  near-term 
growth  of  payroll  taxes  and  by  so  doing  it  would  move  forward  the 
inevitable  day  of  reckoning  when  Social  Security  becomes  unafford- 
able.  Second,  H.R.  2838  would  make  Social  Security  more  regres- 
sive than  it  already  is.  Some  poor  people,  doubtless  would  benefit 
from  the  improvements  envisioned  in  this  bill,  but  the  legislation 
would  indiscriminately  spend  more  on  all  age-eligible  recipients  re- 
gardless of  their  need. 

Surely  the  committee  does  not  propose  to  increase  benefits  for 
the  likes  of  Maria  Maples  or  Warren  Buffett.  So,  if  you  have  need- 
ier people  in  mind,  Mr.  Chairman,  we  urge  you  to  target  the  new 
benefits  accordingly. 

Social  Security  already  spends  enormous  sums  on  the  wealthy. 
Average  spending  on  a  household  making  over  $100,000  exceeds  the 
average  benefit  of  a  household  making  less  than  $10,000.  A  recent 
study  by  the  Congressional  Budget  Office  [CBO]  estimated  that  this 
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year  the  Social  Security  program  alone  will  confer  $55  billion  in 
cash  benefits  on  households  with  annual  incomes  of  more  than 
$50,000.  Some  $14  billion  will  go  to  households  with  incomes  of 
more  than  $100,000.  Counting  Medicare  and  other  entitlements, 
total  transfers  to  households  making  over  $50,000  will  exceed  $115 
billion  in  1991. 

There  is  great  irony  in  the  recent  foment  over  what  has  been  de- 
scribed as  the  growing  gap  between  rich  and  poor  in  America.  For 
what  has  yet  to  be  reported  is  that  the  distribution  of  social  insur- 
ance spending  is  playing  a  major  role  in  this  trend. 

Third,  contrary  to  the  claims  of  the  bill's  sponsors  raising  taxes 
on  the  younger  upper  middle  class  families  will  not  make  Social  Se- 
curity fairer;  it  will  merely  erode  further  the  upward  mobility  that 
used  to  exist  in  America.  A  young  father  making  $72,000  in  the 
Washington  area  faces  expenses  that  did  not  exist  two  decades  ago. 
Annual  mortgage  payments  on  a  modest  home  which  might  have 
cost  $20,000  in  1970  now  run  upward  of  $20,000  per  year;  payroll 
taxes  as  a  percentage  of  earned  income  have  risen  40  percent;  day- 
care for  two  children  up  to  $20,000  per  year;  cost  of  a  4-year  college 
education  

Chairman  Jacobs.  Could  you  put  your  finger  on  the  paper  and 
hold  the  place?  I  do  have  to  cast  two  votes  now  and  I  shall  return 
as  quickly  as  possible. 

Mr.  Hewitt.  Certainly. 

[Recess.] 

Chairman  Jacobs.  I  think  we  can  proceed,  Mr.  Hewitt. 
Mr.  Hewitt.  Thank  you,  Mr.  Chairman. 

Chairman  Jacobs.  I  am  sorry  about  the  intermittent  and  sporad- 
ic nature  of  the  hearing  but  that  is  also  the  nature  of  the  beast 
called  Congress,  so  please  proceed. 

Mr.  Hewitt.  Understood;  thank  you. 

I  will  just  reiterate  my  third  point  which  is  that  raising  taxes  on 
younger  upper  middle  class  families  will  not  make  social  security 
fairer,  rather  it  will  just  further  erode  the  upward  mobility  of 
Americans.  A  young  father  making  $72,000  in  the  Washington  area 
faces  expenses  that  did  not  exist  two  decades  ago — annual  mort- 
gage payments  on  a  modest  home  which  might  have  cost  $20,000  in 
1970  now  run  upward  of  $20,000  per  year;  payroll  taxes,  as  a  share 
of  earned  income  have  now  risen  40  percent;  daycare  for  two  chil- 
dren can  cost  upward  of  $20,000;  a  4-year  education  for  two  chil- 
dren could  cost  $300,000  by  the  end  of  this  decade;  and  add  to  that 
the  expense  of  saving  against  the  likelihood  that  Social  Security 
just  will  not  be  as  generous  in  the  future. 

So  who  can  pretend  these  people  are  rich?  Congress  recently 
raised  its  own  pay  from  $89,000  to  $125,000  and  obviously  Congress 
felt  its  own  living  standards  pinched  by  these  same  trends.  All  the 
National  Taxpayers  Union  asks,  Mr.  Chairman,  is  that  Congress 
display  some  of  the  same  compassion  for  young  upwardly  mobile 
families  as  it  has  shown  for  itself. 

Let  me  frame  the  fairness  issue  this  way:  rather  than  tax  the 
upper  middle  class,  why  doesn't  Congress  just  reduce  their  bene- 
fits? The  reason,  we  fear,  is  that  Congress  cannot  say  no  to  orga- 
nized, special  interest  groups.  Indeed,  H.R.  2828  appears  to  be  part 
of  a  pattern  of  spending  and  tax  increases  that  has  continued  una- 
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bated  despite  a  general  decline  in  the  disposable  incomes  in  every 
age  group  under  50. 

Our  legislative  process  is  often  characterized  as  a  market  system 
in  which  different  factions  compete  for  a  share  of  the  budget,  yet, 
functioning  markets  require  not  only  innovation  but  creative  de- 
struction that  makes  room  for  new  growth.  In  recent  years,  howev- 
er, pressure  by  special  interests  have  undercut  virtually  all  at- 
tempts to  eliminate  unnecessary  and  wasteful  spending.  Today,  lob- 
bies representing  the  comfortable  elderly  are  pressuring  Congress 
into  again  raising  taxes  on  the  comfortable  young.  What  ought  to 
be  a  process  of  renewal  is,  instead,  a  piling  of  new  priorities  on  top 
of  old. 

Our  research  shows  that  this  tendency  toward  ever  higher  levels 
of  spending  and  taxes  is  a  feature  not  just  of  the  Social  Security 
program  but  the  entire  process.  Proposals  to  increase  spending  out- 
number to  cut  spending  by  roughly  20  to  1  and,  yet,  this  ratio  as 
alarming  as  it  is  significantly  understates  the  problem.  If  every 
spending  cut  proposal  before  the  House  enacted  tomorrow  the  sav- 
ings would  total  only  about  $11.5  billion,  or  about  $100  per  house- 
hold. 

By  contrast  the  enactment  of  every  spending  increase  before  the 
Congress  would  cost  well  over  $1  trillion — or  about  $10,000  per  tax- 
payer. 

In  closing,  let  me  say  that  the  National  Taxpayers  Union  does 
not  oppose  increasing  benefits  to  poor  widows  or  the  low-income 
working  elderly,  but  we  do  oppose  raising  taxes  to  fund  these  in- 
creased benefits.  It  is  only  appropriate  that  before  Congress  further 
undermine  the  upward  mobility  of  our  young,  it  seeks  savings  from 
the  unnecessary  subsidies  from  the  well-to-do. 

That  concludes  my  statement,  thank  you. 

[The  statement  of  James  Dale  Davidson  follows:] 
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Statement  by  James  Dale  Davidson 
Chairman,  National  Taxpayers  Union 
Before  the  Subcommittee  on  Social  Security 
of  the  United  States  House  of  Representatives 
on 

H.R.  2838,  The  Social  Security  Trust  Fund 
Integrity  and  Benefits  Improvement  Act  of  1991 
September  17,  1991 


Mr.  Chairman,  on  behalf  of  the  200,000  members  of  the  National 
Taxpayers  Union,  I  am  pleased  to  testify  on  H.R.  2838  the  Social 
Security  Trust  Fund  Integrity  and  Benefits  Improvement  Act  of 
1991. 

As  you  know,  I  have  great  respect  for  your  efforts  over  the 
years  to  defend  the  interests  of  the  American  taxpayer.     So,  it 
is  with  considerable  regret  that  I  come  before  you  this  morning 
to  register  NTU's  opposition  to  this  ill-conceived  proposal  to 
expand  taxes  and  spending  under  the  Social  Security  program. 

H.R.  2838  would  increase  both  Social  Security  spending  and 
payroll  taxes  by  $6.5  billion.     Taxes  would  be  raised  by 
increasing  the  maximum  income  subject  to  the  payroll  tax  to 
$72,000.     About  half  of  the  proposed  spending  increase  would 
result  from  "improvements"  in  benefits  to  working  social  security 
recipients.    The  other  half  funds  an  increase  in  benefits  to 
widows  who  are  under  age  65  at  the  time  of  their  husband's  death. 
Other  proposed  changes  would  convert  the  Social  Security 
Administration  into  an  independent  agency;  remove  SSA's 
administrative  costs  from  the  budget;  provide  for  a  study  by  the 
General  Accounting  Office;  and  increase  the  FICA  exemption  for 
election  workers. 

Mr.  Chairman,  I  understand  that  the  five  minute  rule  will  be 
strictly  enforced  this  morning.     So,  rather  than  comment  on  H.R. 
2838  in  all  its  rich  detail,  I  will  restrict  my  testimony  to  a 
few  fundamental  issues. 

1.      H.R.  2838  is  Unfair  to  Younger  and  Future  Generations. 

My  first,  and  most  basic  point  is  that  our  present  system  of 
social  insurance  spending  is  already  unsustainable.  Expanding  it 
will  only  exacerbate  Social  Security's  long  term  financial  woes. 

Surveys  consistently  find  that  between  70  and  80  percent  of 
Americans  under  45  have  little  or  no  confidence  that  they  will 
ever  receive  their  promised  Social  Security  benefits.    We  hear 
claims  that  such  widespread  fears  are  merely  the  product  of  scare 
tactics.     Yet  what  is  dismissed  as  propaganda  is  grounded  in  the 
official  reports  of  the  government's  own  actuaries. 

According  to  the  projections  in  the  most  recent  Trustee's 
report,  the  payroll  tax  required  to  support  Social  Security  cash 
benefits  (OASDI)   is  likely  to  double  in  the  next  century.  Under 
prudent  assumptions  which  envision  a  future  of  sustained 
productivity  growth  at  a  rate  better  than  twice  that  of  1970- 
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1990,  the  actuaries  project  that  Social  Security  costs  will 
eventually  reach  2  6  percent  of  payroll.     When  Medicare's  Hospital 
Insurance  (HI)  program  is  added  to  this  estimate,  projected 
revenue  needs  jump  to  nearly  45  percent  of  payroll. 

But  that  is  only  two-thirds  of  the  story.     A  recent  report 
by  the  Health  Care  Finance  Administration  projects  that 
Medicare's  Supplemental  Medical  Insurance  (SMI)  program  will 
surpass  HI  spending  by  the  year  2000.     If  SMI  only  grows  as  fast 
as  HI  thereafter,  the  total  taxpayer-financed  cost  of  Social 
Security  and  Medicare  could  rise  as  high  as  63  percent  of 
payroll.     Again,  Mr.  Chairman,  this  projection  assumes  a  so- 
called  "worst  case"  economic  scenario  that  is  considerably  more 
favorable  than  the  actual  experience  of  the  past  20  years. 

The  legislation  before  this  committee  would  add 
significantly  to  the  near-term  growth  of  payroll  taxes.     By  so 
doing,  it  would  move  forward  the  inevitable  day  of  reckoning  when 
Social  Security  becomes  unaf f ordable .     Because  this  system  is  not 
sustainable,  H.R.  2838  cannot  accurately  be  described  as  a 
benefit  for  the  elderly.     Rather,  it  is  a  benefit  for  today's 
elderly,   financed  at  the  expense  of  tomorrow's  elderly,  who  stand 
to  inherit  a  much  less  generous  program.     The  net  effect  of  this 
bill,  Mr.  Chairman,  like  deficit  spending  policies  of  the  current 
Congress,  is  to  increase  rather  than  redress  generational 
inequity. 

2.  H.R.  2838  Does  Not  Enhance  Progressivity . 

My  second  point  is  that  Social  Security  cannot  be  made  more 
progressive  by  making  existing  benefits  more  generous.     Some  poor 
widows  and  low-income  working  elderly  doubtless  would  benefit 
from  the  "improvements"  envisioned  in  this  bill.     But  the 
legislation  would  indiscriminately  spend  more  on  all  under-65 
widows  of  Social  Security  recipients  and  working  elderly, 
regardless  of  their  need.     Surely,  you  are  not  proposing  this 
benefit  increase  to  enrich  the  likes  of  Maria  Maples  or  Warren 
Buffett.  .  If  you  have  needier  people  in  mind,  Mr.  Chairman,  we 
urge  you  to  target  the  new  benefits  accordingly. 

Social  Security  already  spends  enormous  sums  on  the  wealthy. 
Contrary  to  popular  myth,  upper-income  groups  receive  higher 
Social  Security  benefits  than  the  poor.     A  recent  study  by  the 
Congressional  Budget  Office  estimated  that  this  year  Social 
Security  alone  will  confer  $55  billion  in  cash  benefits  on 
households  with  annual  incomes  of  more  than  $50,000.     Some  $14 
billion  will  go  to  households  with  incomes  of  more  than  $100,000. 
Counting  Medicare  and  other  entitlements,  total  transfers  to 
households  making  over  $50,000  will  exceed  $115  billion  in  1991. 

Mr.  Chairman,  there  has  recently  been  great  foment  over  what 
has  been  described  as  the  growing  gap  between  rich  and  poor  in 
America.     What  has  yet  to  be  reported  is  that  the  maldistribution 
of  entitlement  spending  has  played  a  major  role  in  this  trend. 

3.  H.R.  2838  Undermines  Upward  Mobility. 

A  third,  and  related,  point  is  that  raising  taxes  on  younger 
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upper-middle  class  families  will  not  make  Social  Security  fairer. 
A  young  father  making  $72,000  in  the  Washington  area  faces 
expenses  that  simply  did  not  exist  two  decades  ago.  Annual 
mortgage  payments  on  a  modest  home — the  same  home  that  might  have 
cost  $20,000  in  1970 — now  run  upwards  of  $20,000  per  year. 
Payroll  taxes  as  a  share  of  earned  income  have  risen  40  percent. 
Day-care  for  two  children  can  cost  up  to  $20,000  per  year.  The 
cost  of  a  four-year  college  education  for  two  children  is 
projected  to  run  as  high  as  $3  00,000  by  the  year  2000.     On  top  of 
that,  of  course,  is  the  expense  of  saving  against  the  likelihood 
that  Social  Security  will  not  be  as  generous  in  the  future. 

Who  can  pretend  that  such  people  are  "rich?"  Congress 
recently  raised  its  own  pay  from  $89,000  to  $125,000.  Obviously, 
Congress  felt  its  own  living  standards  pinched  by  the  same  trends 
that  are  affecting  other  Washington  area  families.     All  the 
National  Taxpayers  Union  asks,  Mr.  Chairman,  is  that  Congress 
display  the  some  of  same  compassion  for  young,  upwardly  mobile 
families  as  it  has  shown  for  itself. 

Let  me  frame  the  fairness  issue  in  its  simplest  possible 
terms:    Rather  than  tax  the  upper-middle  class,  why  doesn't 
Congress  just  reduce  their  benefits?    If  Congress  wishes  to 
increase  benefits  to  low  income  recipients,  they  should  do  so 
with  the  savings  generated  by  spending  less  on  the  affluent. 
Federal  social  insurance  programs  confer  greater  benefits  on 
households  making  over  $100,000  than  ones  making  less  than 
$10,000.    Who  among  us  believes  that  Franklin  Roosevelt  had  this 
outcome  in  mind  when  he  created  Social  Security  as  "a  floor  of 
protection  against  poverty  in  old  age?" 

3.      H.R.  2838  Reflects  Congress'  Spending  Pathology. 

Mr.  Chairman,  H.R.  2838  would,  by  the  Committee's  own 
estimate,  increase  federal  spending  by  $6.5  billion.     Taken  as  an 
isolated  case,  this  bill  could  be  viewed  as  a  well-intentioned, 
if  misguided,  attempt  to  expand  government  for  essentially 
compassionate  purposes.    But,  in  the  larger  context,  H.R.  2838  is 
much  more:  it  is  part  of  a  pathological  pattern  of  spending  and 
tax  increases  that  has  continued  unabated,  despite  the  general 
decline  in  the  disposable  incomes  of  every  age  group  under  50. 

America's  legislative  process  has  often  been  described  as  a 
political  market  system  in  which  different  factions  compete  for  a 
share  of  the  overall  budget.     Yet  functioning  markets  require  not 
only  innovation,  but  creative  destruction.    In  recent  years 
pressures  by  special  interests  have  undercut  virtually  all 
attempts  to  eliminate  unnecessary  and  wasteful  spending.  Today, 
lobbies  representing  comfortable  elderly  are  pressuring  Congress 
into  again  raising  taxes  on  the  young.     What  ought  to  be  a 
process  of  renewal  is  instead  a  piling  of  new  priorities  on  top 
of  old. 

Indeed,  our  research  shows  this  tendency  toward  ever  higher 
levels  of  spending  and  taxes  is  a  feature  not  just  of  Social 
Security,  but  the  entire  legislative  process.     Proposals  to 
increase  spending  outnumber  proposals  to  cut  spending  by  roughly 
20  to  1.     Yet,  disturbing  as  this  ratio  sounds,  it  significantly 
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understates  the  problem.    Were  every  spending-cut  proposal 
currently  before  the  Congress  enacted  tomorrow  the  savings  would 
total  only  $11.5  billion — about  $100  per  household.     By  contrast, 
the  enactment  of  every  spending  increase  before  the  Congress 
(excluding  those  with  overlapping  purposes)  would  cost  in  the 
area  of  $1  trillion — or  about  $10,000  per  taxpayer. 

In  closing,  I  would  like  to  reaffirm  that  The  National 
Taxpayers  Union  does  not  oppose  increasing  benefits  to  poor 
widows  or  the  low-income  working  elderly.  But  we  do  oppose 
raising  taxes  to  fund  these  increased  benefits.  It  is  only 
appropriate  that  before  the  Congress  further  undermine  the  upward 
mobility  of  our  young,  it  seek  savings  from  unnecessary  subsidies 
for  the  well-to-do  or  cuts  in  other  wasteful  spending. 

That  concludes  my  testimony,  Mr.  Chairman.     I  will  be 
pleased  to  answer  any  questions. 
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Chairman  Jacobs.  Thank  you,  Mr.  Hewitt. 
Mr.  Entin. 

STATEMENT  OF  STEPHEN  J.  ENTIN,  RESIDENT  SCHOLAR, 
INSTITUTE  FOR  RESEARCH  ON  THE  ECONOMICS  OF  TAXATION 

Mr.  Entin.  Thank  you,  Mr.  Chairman.  It  is  a  pleasure  to  appear 
before  you  today  to  discuss  H.R.  2838.  I  was  Deputy  Assistant  Sec- 
retary for  Economic  Policy  at  the  Treasury  Department  from  1981 
through  1988.  In  that  position  I  represented  the  Secretary,  who  was 
managing  trustee  of  the  Social  Security  trust  funds.  In  that  connec- 
tion I  worked  closely  with  the  Social  Security  Administration,  the 
Health  Care  Finance  Administration,  HHS,  Labor,  and  the  Public 
Trustees  on  numerous  technical  and  policy  issues  and  on  the 
annual  trustees  reports.  It  is  on  the  basis  of  that  experience  that  I 
offer  comments  today. 

Raising  the  earnings  limit  by  $3,000  would  help  the  elderly  and 
raise  GNP  to  a  modest  degree  between  now  and  2009  when  the 
earnings  test  will  be  moot  for  all  practical  purposes  as  Mr.  Myers 
has  described  earlier.  The  gains  will  be  temporary. 

Raising  the  wage  base  will  reduce  GNP  and  lower  employment 
in  all  income  classes.  This  damage  will  be  permanent. 

As  the  bill  stands,  it  is  a  bad  deal  for  the  economy.  There  should 
be  more  of  an  increase  in  the  earnings  limit  and  no  increase  in  the 
wage  base. 

Raising  the  wage  base  is  not  necessary  from  a  real-world  budget 
perspective.  Raising  the  earnings  limit  by  $3,000  would  bring  in 
added  tax  revenue  to  more  than  pay  for  itself  and  the  rest  of  the 
proposals.  Raising  the  wage  base  will  lose  more  revenue  due  to  its 
adverse  employment  effects  than  will  be  collected  on  the  higher 
base. 

The  apparent  earnings  loss  from  the  revenue  limit  and  the  ap- 
parent revenue  gain  from  raising  the  wage  base  are  the  unrealistic 
outcomes  of  the  static  revenue  estimating  process  used  by  the  reve- 
nue estimators.  Congress  should  either  switch  to  a  dynamic  esti- 
mate or  drop  the  1990  Budget  Act's  pay-as-you-go  sections  and  its 
requirement  that  the  actuarial  balance  of  the  trust  funds  not  be  re- 
duced, or  both.  The  last  three  quarters  of  negative  GNP  growth 
more  than  satisfy  the  requirements  for  suspending  the  Budget  Act. 

The  reason  that  you  get  a  more  optimistic  outcome  on  the  budget 
from  the  dynamic  estimates  is  as  follows:  The  earnings  ceiling  is 
less  than  one-third  of  the  average  wage.  There  are  well  over  1  mil- 
lion elderly  who  are  holding  their  earnings  below  the  ceiling  or 
losing  a  fraction  of  their  benefits  who  could,  and  would,  gladly  earn 
several  thousand  additional  dollars.  Furthermore,  there  are  tens  of 
millions  of  jobs  at  which  they  could  do  so. 

There  is  little  doubt  that  the  increase  in  payroll  taxes  collected 
from  these  workers  and  their  employers  would  raise  revenues  by 
more  than  it  would  increase  benefits.  A  $3,000  increase  in  the  earn- 
ings limit  would  improve  the  budget  balance  by  about  $1.6  billion 
in  1993.  The  budget  would  gain  the  most  if  the  limit  were  raised  to 
about  $40,000,  somewhat  above  the  average  wage,  and  would 
remain  ahead  of  the  status  quo  up  to  a  ceiling  of  something  over 
$65,000. 
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Raising  the  wage  base  would  reduce  work  effort  by  the  affected 
workers  and  those  who  may  be  employed  by  them  or  work  with 
them  in  some  other  fashion.  It  would  hurt  people  all  across  the 
income  distribution.  Much  of  the  employment  gain  resulting  from 
the  higher  earnings  test  would  be  lost.  The  adverse  employment 
effect  would  cost  the  Treasury  more  revenue  than  would  be  collect- 
ed on  the  higher  wage  base.  Raising  the  wage  base  would  collect 
15.3  percent  on  up  to  an  additional  $8,000  in  income  from  workers 
who  remain  in  the  work  force,  but  would  lose  all  of  the  income  and 
payroll  taxes,  averaging  roughly  30  percent  of  $50,000,  on  the  total 
income  of  between  75,000  and  100,000  full  time  equivalent  workers 
whose  jobs  would  be  lost. 

Making  the  Social  Security  Administration  an  independent 
agency  is  inadvisable.  OASDI  is  the  largest  domestic  spending  pro- 
gram. It  is  closely  related  to  Medicare.  SSA  and  HCFA  need  to  be 
jointly  overseen  by  a  cabinet  secretary.  SSA  benefits  from  close  ties 
to  HCFA,  HHS,  Treasury,  and  the  Labor  Department. 

With  looming  deficits  facing  all  parts  of  the  system  there  needs 
to  be  the  closest  possible  cooperation  between  the  technical  staffs 
and  managers  of  all  of  these  agencies  and  departments.  I  can  tell 
you  from  personal  experience  that  this  degree  of  personal  coopera- 
tion will  be  facilitated  if  SSA  is  under  a  cabinet  official. 

Taking  SSA's  administrative  costs  off-budget  and  out  of  the  do- 
mestic spending  cap  would  relieve  the  pressure  to  economize  and 
would  delay  moves  to  increase  the  efficiency  of  SSA.  While  there 
may  be  a  case  for  financing  an  improvement  in  the  facilities  of  the 
agency,  this  should  not  come  from  additional  spending  but  from 
shifting  money  from  other  uses. 

The  proposed  changes  for  widowers'  and  widows'  retirement  and 
disability  benefits  are  sensible,  but  the  method  chosen  to  finance 
the  proposals  is  unfair.  These  provisions  are  generally  of  assistance 
to  married  workers  and  retirees  with  spouses  with  low  earnings 
histories  who  use  the  spousal  benefit.  However,  they  are  paid  for  in 
large  measure  by  single  workers  and  by  two-worker  couples  in 
which  both  spouses  are  planning  to  draw  benefits  on  the  strength 
of  their  own  earnings  histories.  It  would  be  fairer  to  finance  this 
proposal  by  a  prospective  reduction  in  the  ratio  of  the  spousal  ben- 
efit to  that  of  the  primary  worker  rather  than  through  an  increase 
in  the  wage  base. 

The  provision  to  exempt  wages  for  election  workers  payroll  taxes 
runs  counter  to  the  longstanding  policy  of  extending  Social  Securi- 
ty coverage  to  added  groups  within  the  population. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 


144 


Statement  of  Stephen  J.  Entin 
Institute  for  Research  on  the  Economics  of  Taxation 

before  the 

Subcommittee  on  Social  Security 
Committee  on  Ways  and  Means 
U.S.  House  of  Representatives 

Hearing  on  H.R.  2838 
The  "Social  Security  Trust  Fund  Integrity  Act  of  1991" 

September  17,  1991 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

Thank  you  for  the  opportunity  to  appear  before  you  today  to  discuss  H.R.  2838,  the 
"Social  Security  Trust  Fund  Integrity  Act  of  1991".  I  was  Deputy  Assistant  Secretary  for 
Economic  Policy  at  the  Treasury  Department  from  1981  through  1988.  In  that  position,  I 
represented  the  Secretary,  who  serves  as  Managing  Trustee  of  the  Social  Security  and  Medicare 
trust  funds.  Over  the  years,  I  worked  closely  with  the  Social  Security  Administration  (SSA), 
the  Health  Care  Finance  Administration  (HCFA),  the  Departments  of  Health  and  Human  Services 
and  Labor,  and  the  Public  Trustees  on  numerous  technical  and  policy  issues,  and  on  the  annual 
Trustees'  Reports.  It  is  on  the  basis  of  that  experience  that  I  offer  comments  today. 

Raising  the  Earnings  Limit  and  the  Wage  Base  by  $3000 

H.R.  2838  proposes  to  increase  the  earnings  limit  by  $3,000  by  1993  for  those  age  65  to 
69,  and  the  taxable  wage  base  by  $3,000  by  1996. 

Raising  the  earnings  limit  is  a  good  thing,  but  its  benefits  will  be  limited  and  temporary. 
Raising  the  wage  base  is  a  bad  thing,  and  the  damage  it  will  do  is  permanent.  As  the  bill  stands, 
it  is  a  bad  deal.  There  should  be  more  of  an  increase  in  the  earnings  limit,  and  no  increase  in 

the  wage  base. 

Raising  the  earnings  limit  by  $3,000  would  help  the  elderly  and  raise  GNP  to  a  modest 
degree  between  now  and  2009,  when  the  earnings  test  will  be  moot  for  all  practical  purposes. 
Raising  the  wage  base  will  reduce  GNP  and  lower  employment  in  all  income  classes.  This 
damage  will  continue  so  long  as  the  wage  base  increase  remains  in  effect.  The  transitory  gains 
from  raising  the  earnings  limit  by  this  modest  amount  are  not  going  to  be  worth  it  if  Congress 
insists  on  imposing  permanent,  damaging  tax  increases  on  the  economy. 

Raising  the  wage  base  is  unnecessary  from  a  real  world  budget  perspective.  Raising  the 
earnings  limit  will  bring  in  added  tax  revenue  to  more  than  pay  for  itself  and  the  rest  of  the 
proposals.  Raising  the  wage  base  will  lose  more  revenue  due  to  its  adverse  employment  effects 
than  will  be  collected  on  the  higher  base.  The  apparent  revenue  loss  from  raising  the  earnings 
limit  and  the  apparent  revenue  gain  from  raising  the  wage  base  are  the  unrealistic  outcomes  of 
the  static  revenue  estimating  process  used  by  the  revenue  estimators,  who  give  no  consideration 
to  the  dynamic  response  of  the  public.  Congress  should  either  switch  to  dynamic  estimates,  or 
drop  the  1990  Budget  Act's  pay-as-you-go  restrictions  and  its  requirement  that  the  actuarial 
balance  of  the  trust  funds  not  be  reduced,  or  both.  The  last  three  quarters  of  negative  GNP 
growth  more  than  satisfy  the  requirements  for  suspending  the  Budget  Act. 

Under  current  law,  the  earnings  test  is  going  to  lose  much  of  its  power  to  damage  the 
economy  in  less  than  20  years.  The  delayed  retirement  credit  (DRC)  increases  OASI  benefits 
by  a  small  amount  for  each  year  beyond  age  65  that  a  worker  delays  claiming  benefits. 
Currently,  the  benefit  increase  is  not  sufficient  to  make  it  worthwhile  to  delay  drawing  benefits. 
However,  the  DRC  is  being  increased  each  year,  and,  for  those  reaching  age  62  in  2005,  will 
reach  8  percent  for  each  year  above  normal  retirement  age  that  a  worker  delays  filing.  At  that 
point,  the  credit  will  be  "actuarially  fair",  and  it  will  make  no  difference  to  a  worker's  lifetime 
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benefits  whether  he  delays  filing  or  not  The  shorter  expected  period  of  retirement  will  be  offset 
by  higher  benefits  per  year.  An  individual  being  threatened  by  the  earnings  limit  could  simply 
choose  to  delay  filing  and  avoid  the  penalty.  When  he  later  retired  completely,  he  could  pick 
up  all  the  benefits  he  had  been  missing  over  the  rest  of  his  life.  At  that  point,  the  earnings  test 
could  be  repealed  in  its  entirety  and  not  give  even  the  appearance  of  costing  the  budget  a  dime. 

Unfortunately,  today's  elderly  are  still  saddled  with  the  test,  which  reduces  benefit 
payments  if  a  beneficiary  earns  more  than  a  ceiling  amount,  projected  at  $10,200  in  1992  and 
$10,680  in  1993  for  those  age  65  to  69.  It  adds  33-13%  to  their  marginal  tax  rate,  effectively 
pushing  these  rates  to  between  65  percent  and  70  percent  when  payroll  taxes  and  federal  and 
state  income  taxes  are  added  together.  As  a  result,  most  of  the  nearly  two  million  beneficiaries 
age  65  to  69  who  have  earnings  (out  of  nearly  8  million  total  beneficiaries)  hold  those  earnings 
below  the  ceiling,  some  400,000  less  than  ten  percent  below  it.  Additional  potential  workers  who 
would  otherwise  prefer  to  continue  working  more  than  part  time  retire  altogether.  Some  750,000 
retirees  have  benefits  partially  withheld.  That  earnings  ceiling  is  less  than  a  third  the  average 
wage.  Clearly,  there  are  well  over  a  million  elderly  who  would  gladly  earn  several  thousand 
additional  dollars,  and  tens  of  millions  of  jobs  at  which  they  could  do  so. 

At  these  low  levels  of  the  ceiling  compared  to  the  average  wage,  there  is  little  doubt  that 
the  income  and  payroll  taxes  collected  from  these  workers  and  their  employers  would  raise 
revenues  by  far  more  than  it  would  increase  benefits.  The  budget  would  gain,  not  lose. 

The  best  estimates  of  the  net  revenue  gain  from  incremental  increases  in  the  earnings  limit 
are  to  be  found  in  a  paper  published  by  the  National  Center  for  Policy  Analysis  entitled  "Paying 
People  not  to  Work:  the  Economic  Cost  of  the  Social  Security  Retirement  Earnings  Limit"  by 
Aldona  and  Gary  Robbins.  They  estimate  that  a  $3,000  increase  in  the  earnings  limit  would 
improve  the  budget  balance  by  about  $1.4  billion,  based  on  1990  figures,  which  would  be  nearer 
$1.6  billion  in  1993  dollars.  They  demonstrate  that  the  budget  would  gain  the  most  if  the  limit 
were  raised  to  about  $40,000,  somewhat  above  the  average  wage,  and  would  remain  ahead  of  the 
status  quo  up  to  a  ceiling  of  something  over  $65,000. 

Because  the  lifting  of  the  earnings  limit  would  raise  revenue  by  far  more  than  it  would 
raise  benefits,  there  is  no  need  to  pay  for  lifting  the  limit  by  raising  the  wage  base.  Raising  the 
wage  base  would  reduce  work  effort  by  the  affected  workers  and  those  who  may  be  employed 
by  them.  It  would  hurt  people  all  across  the  income  distribution.  Much  of  the  employment  gain 
resulting  from  the  higher  earnings  test  would  be  lost.  This  adverse  employment  effect  would  cost 
the  Treasury  more  revenue  than  would  be  collected  on  the  higher  wage  base.  History  makes  it 
plain  that  raising  tax  rates  from  35  percent  to  over  50  percent  will  not  raise  revenue. 

Raising  the  wage  base  would  increase  the  marginal  tax  rate  of  the  affected  workers  from 
between  roughly  35  and  40  percent  (adding  together  federal  and  state  income  tax  rates)  to 
between  50  and  55  percent.  It  would  reduce  the  after  tax  wage  from  as  much  as  65  cents  on  the 
dollar  to  less  than  50  cents.  This  would  represent  a  20  to  25  percent  reduction  in  the  marginal 
after-tax  wage  for  the  roughly  1  million  affected  workers.  A  loss  of  75,000  to  100,000  full-time 
equivalent  jobs  and  their  associated  tax  revenue  would  be  likely.  Thus,  the  proposal  would 
collect  15.3  percent  on  an  additional  $3,000  in  income  from  workers  who  remain  in  the  work 
force,  but  would  lose  all  of  the  income  and  payroll  taxes,  averaging  roughly  30  percent  of 
$50,000,  on  the  total  income  of  more  than  75,000  full  time  workers. 

SSA  as  an  Independent  Agency 

Making  SSA  an  independent  agency  is  inadvisable  for  many  reasons. 

Social  Security  is  the  largest  domestic  spending  program.  It  deserves  the  careful  scrutiny 
of  a  Cabinet  Secretary  on  behalf  of  the  Executive  Branch  just  as  it  deserves  the  oversight  of  the 
Legislative  Branch. 

Old  Age  and  Survivors  Insurance  (OASI)  and  Disability  Insurance  (DI),  jointly  referred 
to  as  OASDI,  are  administered  by  SSA.  Hospital  Insurance  (HI)  and  Supplemental  Medical 
Insurance  (SMI)  are  administered  by  HCFA.  These  are  the  two  largest  programs  for  the  elderly. 
They  should  be  overseen  by  the  same  Cabinet  official. 
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Only  eight  years  ago,  the  HI  trust  fund  was  called  upon  to  support  the  OASI  trust  fund 
until  Congress  could  act  to  shore  up  OASI.  Eight  years  from  now,  it  will  be  OASI  that  may  be 
called  upon  to  shore  up  HI.  A  scant  10  to  15  years  later,  all  parts  of  the  system  will  face 
enormous  deficits,  and  will  have  to  be  considered  together,  as  a  system,  if  a  reasonable  solution 
is  to  be  found.  The  Congress  is  going  to  want  to  see  the  closest  possible  cooperation  between 
the  technical  staffs  and  managers  of  SSA,  HCFA,  HHS,  Treasury,  and  Labor  during  this  period. 

I  speak  from  experience  when  I  tell  you  that  having  these  two  agencies  under  the  single 
oversight  of  the  Secretary  of  HHS  can  be  very  beneficial  in  resolving  questions  between  HHS 
and  HCFA.  They  share  many  operating  and  reporting  requirements,  and  have  drawn  on  each 
others'  personnel  on  many  occasions  to  resolve  technical  problems.  In  addition,  both  agencies 
have  benefitted  from  assistance  from  HHS  proper  and  the  other  Trustees'  Departments.  Having 
the  Secretaries  of  Treasury  and  Labor  willing  to  join  with  the  Secretary  of  HHS  to  assist  in 
achieving  cooperative  action  at  the  staff  level  when  interagency  disagreements  arise  has  often 
been  key  to  resolving  problems  and  meeting  reporting  deadlines  to  the  Congress.  It  is  also  of 
great  benefit  to  the  Executive  Branch  in  deciding  what  action  to  recommend  to  the  Congress  to 
have  these  agencies  reporting  to  the  President  through  the  Cabinet. 

Off  Budget  Status  for  Social  Security  Administrative  Costs 

I  recommend  against  taking  SSA's  Administrative  costs  off- budget  and  out  of  the 
domestic  spending  cap  imposed  by  the  Omnibus  Budget  Reconciliation  Act  of  1990.  This  would 
relieve  the  pressure  to  economize  and  would  delay  moves  to  increase  the  efficiency  of  the  SSA. 
I  note  that  the  chief  rationale  for  the  imposition  of  the  Medicare  hospital  cost  containment 
program  was  to  encourage  hospitals  to  become  more  efficient.  Surely  this  applies  to  the  rest  of 
Social  Security  and  other  government  agencies  as  well. 

Widow(er)s  benefits  and  disability  provisions 

The  proposed  actuarial  reduction  for  filing  for  widow(er)s  benefits  would  more  closely 
match  the  benefit  reduction  for  workers  retiring  before  age  65,  and  makes  sense  on  that  basis. 
I  have  no  quarrel  with  the  proposed  disability  changes  either.  However,  the  method  chosen  to 
finance  the  proposals  is  objectionable  on  the  grounds  of  fairness.  These  provisions  increase  the 
insurance  element  of  the  system,  and,  like  survivors'  and  spouses'  benefits  in  general,  these 
benefits  are  generally  of  assistance  only  to  married  workers  and  retirees  who  have  spouses  with 
limited  work  histories  who  rely  on  the  spousal  benefit.  Yet  they  are  paid  for  in  large  measure 
by  single  workers,  and  by  two  worker  couples  in  which  both  spouses  are  planning  to  draw 
benefits  on  the  strength  of  their  own  earnings  histories.  Each  of  them  is  assessed  the  same 
payroll  tax  rate  as  married  workers  with  non-working  or  low  income  spouses.  The  insurance 
aspect  of  Social  Security  has  always  discriminated  against  single  workers  and  two  worker 
couples.  It  would  be  fairer  to  finance  this  proposal  through  a  prospective  reduction  in  the  ratio 
of  the  spousal  benefit  to  that  of  the  primary  worker,  rather  than  through  an  increase  in  the  taxable 
wage  base. 

FICA  Exemption  for  Election  Workers 

The  provision  to  increase  the  exempt  amount  of  FICA  wages  for  election  workers  runs 
counter  to  the  long-standing  policy  of  extending  Social  Security  coverage  to  additional  groups 
within  the  population.  Over  time,  groups  not  originally  covered  have  been  added  to  the  system, 
including  agricultural  workers,  the  military,  employees  of  non-profit  groups,  and  new  Federal 
workers  as  of  1983  (and  all  Federal  workers  with  respect  to  Medicare).  State  and  local 
government  workers  have  been  forbidden  to  withdraw  from  the  system  since  1983.  There  is  no 
reason  to  exempt  those  who  man  the  polls.  The  rationale  for  the  proposal  may  be  that  the  payroll 
tax  makes  it  harder  for  local  governments  to  find  and  pay  for  election  workers.  If  so,  it  should 
be  noted  that  the  same  tax  applies,  and  the  same  difficulties  arise,  with  respect  to  private  sector 
businesses  and  their  workers.  It  is  an  encouraging  sign  that  these  costs  of  the  payroll  tax  are 
rjecoming  more  widely  recognized,  but  the  solution  is  to  cut  the  payroll  tax  rate  for  everyone. 
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Chairman  Jacobs.  Thank  you,  Mr.  Entin. 

Mr.  Hewitt,  what  percent  of  the  American  people  have  incomes 
of  less  than  $72,000  now? 

Mr.  Hewitt.  I  would  hazard  a  guess.  Maybe  Mr.  Entin  would  cor- 
rect me  but  I  would  suspect  probably  around  80  percent. 

Chairman  Jacobs.  Eighty?  That  cuts  a  little  low,  doesn't  it,  Mr. 
Entin? 

Mr.  Entin.  It  would  be  higher  than  that,  above  90  percent,  I 
think. 

Chairman  Jacobs.  It  is  in  the  high  90's,  isn't  it? 
Mr.  Entin.  Yes. 

Chairman  Jacobs.  So  I  am  not  sure  that  your  $72,000  a  year 
person  is  typical  of  the  upwardly  mobile  young  person  today,  is  it? 
Maybe  inside  the  beltway  but  how  about  when  you  cross  that  fate- 
ful circle? 

Mr.  Entin.  Well,  you  do  get  that  quite  a  bit  in  two-worker  fami- 
lies. There  is  a  higher  percentage  of  that  in  the  two-worker  family. 

Chairman  Jacobs.  Yes,  but  that's  not  affected  by  the  wage  base, 
is  it? 

Mr.  Entin.  Yes,  they  both  are  subject  to  it. 

Chairman  Jacobs.  It  is  not  affected  by  raising  the  wage  base? 

Mr.  Entin.  If  each  member  of  the  family  is  earning  $53,000 — — 

Chairman  Jacobs.  Earning  $35*000  a  year  and  is  paying  tax  now, 
the  full  tax,  then  that's  not  going  to  raise  him  any,  is  it? 

Mr.  Entin.  No;  but  if  both  members  are  earning  at  the  current 
ceiling  

Chairman  Jacobs.  This  wouldn't  change  their  tax  burden  at  all, 
would  it? 

Mr.  Entin.  If  both  members  are  earning  slightly  above  the  cur- 
rent ceiling  they  would  both  be  hit  by  the  tax  increase. 

Chairman  Jacobs.  That's  not  the  current  ceiling.  We  are  talking 
about  $72,000  a  year  and  half  of  that  is  $36,000.  So  neither  of  them 
would  have  an  increase  in  Social  Security  tax. 

Mr.  Entin.  If  their  combined  income  were  at  that  level,  no. 

Mr.  Hewitt.  Mr.  Chairman,  I  wasn't  trying  to  talk  about  the  typ- 
ical person.  But  I  did  use  the  case  of  the  Washington  area.  You 
could  also  use,  as  an  example,  the  New  York  area,  you  could  use 
the  San  Francisco  area,  or  dozens  of  urban  areas  on  the  east  coast 
where  living  costs  are  rising  endemically  for  young  people. 

I  am  not  sure  that  you  solve  problems  by  making  it  more  diffi- 
cult to  live  an  upper-middle  class  lifestyle.  Congress  was  able  to 
give  itself  a  fairly  substantial  increase- 
Chairman  Jacobs.  I  got  the  picture  from  your  testimony  of  the 
profile  of  the  upwardly  mobile  young  person  with  $72,000  a  year 
and  that  is  great,  that  is  wonderful,  but  it  is  not  true. 

Mr.  Hewitt.  My  point  was  that  $89,000  didn't  seem  like  an  awful 
lot  to  a  Member  of  Congress  and  that  was  understandable  I  sup- 
pose, but  $72,000  is  even  less. 

Chairman  Jacobs.  Well,  you  are  talking  to  a  Member  of  congress 
who  accepts  a  $75,000  a  year  salary  and  has  two  children,  two  very 
young  children  and  a  family.  I  have  a  nephew  who,  when  he  was 
growing  up,  said  in  all  the  time  he  was  growing  up  he  never 
wanted  a  Dairy  Queen,  he  always  needed  one. 
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So  I  think  that  some  wise  farmer  out  in  Kansas  said  one  time,  it 
is  not  the  high  cost  of  living,  it  is  the  cost  of  living  high.  So  there 
are  limits.  There  are  an  awful  lot  of  people  inside  the  beltway,  for 
example,  who  are  rearing  families  and  saving  their  money  toward 
college  educations  who  have  not  quite  achieved  the  lofty  $72,000 
level.  I  just  want  to  put  that  a  little  bit  in  perspective  for  the 
record. 

Mr.  Hewitt.  You  are  right,  of  course,  that  someone  making 
$72,000  is  not  a  terribly  compassionate  example.  I  think  I  would 
probably  stand  more  firmly  on  the  first  point,  which  is  that  you  are 
moving  forward  by  a  very  significant  amount  the  inevitable  day 
when  our  social  insurance  system  becomes  totally  unaffordable  and 
it  must  be  scaled  back. 

Chairman  Jacobs.  I  thank  both  of  you  for  your  contribution  and 
your  indulgence.  I  am  sorry  that  your  testimony  was  delayed  so 
long  but  5  minutes  late  for  lunch  ain't  bad. 

Thank  you. 

[Whereupon,  at  12:05  p.m.,  the  hearing  was  adjourned.] 
[Submissions  for  the  record  follows:] 
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Washington,  DC  20036 
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1991 


The  Honorable  Andrew  Jacobs,  Jr, 
Chairman 

Subcommittee  on  Social  Security 
Committee  on  Ways  and  Means 
U.S.  House  of  Representatives 
Washington,   D.C.  20515 


Dear 


Chairman : 


Re:     H.R.2838,  The  "Social  Security  Trust  Fund 

Integrity  and  Benefits  Improvement  Act  of  1991." 

I  am  writing  to  you  to  present  the  views  of  the  American  Bar 
Association  concerning  the  provisions  of  H.R.2838  that 
would:   1)  make  the  Social  Security  Administration  an  inde- 
pendent agency;  and  2)   raise  the  Social  Security  retirement 
earnings  test  that  limits  the  amount  of  wages  Social 
Security  beneficiaries  can  earn  while  continuing  to  receive 
benefits . 


The  American  Bar  Association  supports  proposals  -  such  as 
the  ones  contained  in  H.R.2838  -  that  would  establish  the 
Social  Security  Administration  as  an  independent  agency  and 
that  would  liberalize  the  retirement  earnings  test  in  Social 
Security . 

The  ABA  believes  that  making  SSA  a  subordinate  of  the 
Department  of  Health  and  Human  Services  has  had  adverse 
effects.     Due  to  the  instability  created  by  the  turnover  of 
Social  Security  Commissioners  and  senior  staff  and  by  the 
frequent  reorganizations,  development  and  implementation  of 
policy  has  become  virtually  ineffective.     We  believe  that 
making  SSA  independent  is  long  overdue  for  the  nation's 
generation-spanning  Social  Security  old  age  insurance  and 
disability  and  supplemental  income  programs.     Although  the 
Association's  policy  does  not  embrace  any  particular  legis- 
lative formulation,   the  relevant  provisions  of  H.R.2838  are 
consistent  with  our  policy. 
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In  August  1991,  the  ABA 1 s  House  of  Delegates  adopted  policy 
supporting  the  elimination  or  the  substantial  liberalization 
of  the  retirement  earnings  test  in  Social  Security.  The 
retirement  earnings  test  coupled  with  other  taxes  imposes  a 
very  large  marginal  tax  rate  on  certain  elderly  Americans. 
We  believe  that  such  a  high  marginal  tax  rate  discourages 
work  effort  by  these  elderly  workers,  many  of  whom  have  the 
very  skills  America  needs  to  be  competitive  in  the  coming 
years . 

Different  individuals  and  groups  have  conflicting  views  as 
to  how  many  elderly  individuals  aged  65  and  over  would 
either  return  to  work  or  continue  to  work  depending  on 
whether  the  test  were  repealed  or  liberalized.     We  cannot 
say  with  certainty  what  the  result  would  be.     However,  we 
believe  that  if  even  a  modest  number  of  individuals  in  this 
group  are  encouraged  to  continue  working,  the  effect  on  the 
economy  can  only  be  positive.     The  addition  of  skilled  and 
experienced  employees  will  enhance  the  competitiveness  of 
the  American  economy  and  supplement  the  tax  revenues  derived 
from  employment. 

From  the  standpoint  of  tax  policy,  we  believe  that  the 
current  restrictions  result  in  a  most  regressive  tax.  The 
changing  patterns  of  compensation  and  employment  have  out- 
dated and  thwarted  the  original  effects  and  objectives  of 
the  law. 

The  ABA  understands  the  importance  to  the  individual  of 
being  given  the  option  to  continue  to  work  in  one's  field  of 
interest.     A  marginal  tax  rate  as  high  as  this  one,  creates 
a  substantial  barrier  to  continued  employment. 

Please  include  this  letter  in  the  record  of  your 
Subcommittee's  September  17,  1991  hearings  on  H.R.2838. 

Sincerely, 


Robert  D.  Evans 


RDE : t 1 j 


cc:     F.  William  McCalpin 
Eugene  Rowan 
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AMERICAN  FEDERATION  OF  HOME  HEALTH  AGENCIES,  INC. 

1 320  Fenwick  Lane  •  Suite  500  •  Silver  Spring,  Md.  2091 0  •  (301 )  588-1 454 


TESTIMONY  OF 
THE  AMERICAN  FEDERATION  OF  HOME  HEALTH  AGENCIES 


ON 

THE  SOCIAL  SECURITY  TRUST  FUND  INTEGRITY 
AND  BENEFITS  IMPROVEMENT  ACT  OF  1991 


TO 

SUBCOMMITTEE  ON  SOCIAL  SECURITY 
OF  THE 

HOUSE  COMMITTEE  ON  WAYS  AND  MEANS 


SEPTEMBER  17,  1991 


SUBMITTED  BY 
ANN  B.  HOWARD 
EXECUTIVE  DIRECTOR 
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AMERICAN  FEDERATION  OF  HOME  HEALTH  AGENCIES,  INC. 

1320  Fenwick  Lane  •  Suite  500  •  Silver  Spring,  Md.  20910  •  (301)  588-1454 


The  American  Federation  of  Home  Health  Agencies,  which  represents  Medicare 
participating  home  health  agencies,  urges  the  House  Ways  and  Means  Coxrinittee 
and  your  Subcommittee  on  Social  Security  to  act  to  include  the  administrative 
expenses  of  the  Medicare  program's  contractors  within  the  scope  of  H.R.  2838, 
the  "Social  Security  Trust  Fund  Integrity  and  Benefits  Improvement  Act  of  1991." 

Among  it  many  provisions,  H.R.  2838  would  protect  the  administrative  funds  of 
the  Social  Security  Administration  from  sequestration  and  from  the  pressures  of 
competing  for  essential  funds  with  other  worthy  programs  within  the  domestic 
discretionary  spending  category,  one  of  the  three  discretionary  categories  which 
were  created  by  the  Budget  Enforcement  Act  of  1990. 

We  applaud  this  provision.    We  believe  that  the  principle  upon  which  it  is  based 
is  equally  valid  for  the  funds  required  by  the  contractors  of  the  Medicare  program 
(fiscal  intermediaries  for  Part  A  and  carriers  for  Part  B)  to  administer  activities 
such  as: 

(1)  processing,  payment,  and  adjudication  of  claims; 

(2)  review  of  claims  and  audit  of  payments  made  to  providers;  and 

(3)  communication  with  beneficiaries  and  providers  about  program  policy  and 
the  status  of  claims. 

The  Medicare  entitlement  serves  the  same  vulnerable  population  as  the  Social 
Security  entitlement.    Disruption  in  Medicare  services  can  be  just  as  threatening 
to  older  and  disabled  Americans  as  problems  related  to  Social  Security.    If  the 
administrative  funds  of  Medicare  are  not  protected,  providers  who  participate  in 
the  Medicare  program  will  experience  cash  flow  disruptions  that  will  in  turn  affect 
delivery  of  health  care  services.    We  cannot  have  a  Medicare  benefit  without  a 
functioning  infrastructure  of  providers  to  deliver  the  care. 

As  of  today,  both  the  House  of  Representatives  and  the  Senate  have  voted  an 
appropriation  of  $1,457  billion  for  Medicare  contractors  for  Fiscal  Year  1992. 
The  appropriations  legislation  also  provides  $157  million  in  contingency  funds 
above  the  $100  million  contingency  fund  request  of  the  Health  Care  Financing  Admin- 
istration (HCFA) .    This  is  not  a  great  comfort.    Release  of  money  from  the  contin- 
gency funds  is  a  perogative  of  the  Office  of  Management  and  Budget  (QMB) ,  which  has 
only  reluctantly  released  crucial  funds  in  the  past. 

We  have  urged  that  the  $157  million  contingency  fund  amount — which  HCFA  Administra- 
tor Gail  Wilensky  says  is  needed  just  to  maintain  operations  at  the  current  level — 
be  included  in  the  Medicare  contractor  operating  budget.    Given  the  constraints  of 
the  domestic  discretionary  spending  cap,  however,  this  does  not  appear  likely. 

Within  the  context  of  the  Administration's  FY  1992  budget  request,  we  are  particular- 
ly concerned  about  the  implications  of  HCFA's  proposal  to  reduce  funding  for  two 
vital  Medicare  contractor  functions: 

(1)  reconsiderations  and  appeals,  and 

(2)  communication  with  and  education  of  beneficiaries  and  providers. 

To  respond  to  the  expected  budget  shortfall  in  FY  1992,  HCFA  has  proposed  reductions 
of  over  63  percent  and  50  percent  respectively  in  these  functions.    This  is  a  very 
dangerous  prospect.     (The  attached  page  from  the  August  7,  1991,  issue  of  . . .home 
health  line  spells  out  this  problem.) 

We  come  to  this  conclusion  based  on  a  bit  of  history.    During  the  period  1986-1987, 
the  Medicare  heme  health  benefit  was  seriously  destabilized  by  HCFA  policies  that 
kept  home  health  providers  in  the  dark  about  program  changes,  which  were  often 
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applied  retroactively,  and  subjected  beneficiaries  to  arbitrary  and  unexplained 
denial  of  services.    Intervention  by  Congress  and  a  successful  lawsuit  helped 
preserve  the  benefit.    While  the  crisis  was  ongoing,  the  ability  of  home  health 
beneficiaries  and  providers  to  appeal  to  impartial  administrative  law  judges 
outside  of  HCFA  was  the  saving  grace  of  the  Medicare  home  health  benefit.  The 
appeals  process  continues  to  provide  the  essential  balance  in  the  system. 

The  appeals  process  will  be  all  the  more  critical  if  HCFA  implements  a  policy 
allowing  "sampling"  on  post  payment  audits,  with  projection  of  the  percent  denied 
in  the  sample  into  the  universe  of  claims.    Providers  would  then  be  compelled  to 
appeal  every  denial  in  the  sample  since  each  denial  will  be  multiplied  many  times 
over  when  projected  into  the  universe.    With  budget  reductions  in  FY  1992,  it 
could  take  home  health  providers  nearly  a  year  to  get  a  reconsideration  decision 
from  their  fiscal  intermediaries,  the  mandated  first  step  in  the  appeals  process. 

A  disrupted  appeals  process  and  suspension  of  communication  and  education  activities 
would  provide  great  opportunity  for  additional  meltdown.    An  uproar  will  predictably 
ensue  if  beneficiaries'  toll-free  lines  are  disconnected,  and  neither  beneficiaries 
nor  providers  are  able  to  get  their  grievances  resolved  or  their  inquiries  addressed. 

If  HCFA  responded  to  complaints  from  Congress  and  the  affected  public  by  shifting 
resources  from  claims  processing — the  most  well-funded  contractor  function — we  would 
face  again  the  predicament  of  last  January.    When  OMB  refused  to  release  contingency 
funds  requested  by  HCFA  to  prevent  disruption  of  services,  HCFA  directed  its  inter- 
mediaries and  carriers  to  continue  timely  payment  of  bills  submitted  electonically, 
but  to  relegate  non-electronic  claims  to  the  back  burner.     (The  attached  page  from 
the  . . .home  health  line  of  January  23,  1991,  discusses  this  situation.)  Currently, 
over  80  percent  of  home  health  providers  do  not  submit  claims  electronically  and 
are  therefore  at  serious  financial  risk  if  claims  processing  funds  are  inadequate  or 
are  shifted  to  other  equally  vital  functions. 

There  are  surely  other  approaches  to  addressing  the  looming  Medicare  contractor 
shortfall.    One  proposal  would  be  to  provide  an  automatic  inflation  adjustment  for 
Medicare  admLnistrative  costs  for  future  fiscal  years.    Any  amount  Congress  then 
chose  to  appropriate  above  the  baseline  would  automatically  adjust  the  domestic 
spending  cap  upward  by  an  equal  amount.      This  might  constitute  a  workable — but  only 
temporary — solution.    We  would,  however,  have  to  vigorously  oppose  any  moves  to 
protect  only  that  portion  of  the  contractor  budget  directed  to  Medicare  enforce- 
ment and  safeguard  activities. 

Current  Contractor  Performance  Evaluation  Program  (CPEP)  standards,  by  which  HCFA 
evaluates  its  contractors,  contain  a  perverse  requirement  that  fiscal  intermediaries 
make  $6.00  to  $6.99  in  disallowances  for  every  $1.00  they  receive  to  perform  audits 
of  provider  cost  reports.     (See  attached  page  from  the  Federal  Register,  Septem- 
ber 28,  1990,  which  spells  out  this  denial  requirement.)    According  to  the  Federal 
Register  of  September  20,  1991,  HCFA  will  not  publish  the  specific  CPEP  denial 
ratios  intermediaries  will  be  expected  to  meet  starting  October  1,  1991.  Rather, 
HCFA  states  that  "Contractors  are  advised  of  their  specific  audit  savings  goal 
through  program  instructions  prior  to  the  evaluation  period."  (See  attached  item 
from  the  Federal  Register,  September  20,  1991.)    So  while  denial  quotas  will  continue, 
they  will  not  be  published  for  the  affected  public  to  see.    We  do  not  view  this  as  a 
positive  development.    When  numerical  quotas  are  not  spelled  out  in  black  and  white, 
it  may  be  harder  to  grab  the  attention  of  Congress. 

While  CPEP  requirements  provide  the  intermediaries  with  strong  incentive  to  disallow 
capriciously  and  demand  immediate  repayments,  CPEP  provides  no  offsetting  penalties 
for  erroneous  disallowances  and  withholding  of  funds.    We  believe  that  all  denial 
and  disallowance  quotas  should  be  outlawed,  and  we  have  urged  Congress  to  do  so. 
While  we  will  continue  to  work  to  eliminate  such  quotas,  we  ask  Congress  to  head  of f 
administrative  gridlock  and  maintain  balance  in  an  imperfect  system.    Under  no  circum- 
stance should  Congress  allow  one  intermediary  function—and  one  subject  to  perverse 
incentives  at  that—to  be  singled  out  for  protection. 
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Over  the  course  of  the  last  decade,  the  cost  of  processing  a  Medicare  claim  has 
dropped  considerably.    Contractor  funding  represents  less  than  two  percent  of 
total  Medicare  outlays.    This  is  an  admirable  record  of  administrative  efficiency 
that  other  insurers  in  the  private  sector  cannot  begin  to  match.    The  Medicare 
administrative  budget  is  not  a  runaway  expense,  but  any  increase  in  funding  should 
continue  to  be  carefully  controlled  by  Congress. 

Rather  than  return  to  the  Medicare  contractor  funding  issue  year  after  year  for 
the  life  of  the  Budget  Enforcement  Act,  or  see  administrative  funds  placed  in 
even  greater  jeopardy  in  some  future  budget  agreement,  Congress  should  resolve 
the  issue  once  and  for  all  by  including  Medicare  contractor  funds  in  H.R.  2838. 
As  with  Social  Security  administrative  funds,  the  money  necessary  to  administer 
the  Medicare  entitlement  must  be  an  integral  part  of  the  program  if  Medicare  is 
to  fulfill  its  promise  to  older  and  disabled  Americans. 

This  nation  cannot  afford  to  have  one  more  component  of  our  health  care  system 
break  down  just  as  Congress  is  beginning  to  address  the  issue  of  how  to  fix  the 
parts  of  the  system  which  clearly  have  already  stopped  functioning. 

We  have  been  told  by  members  of  Congress  that  we  may  have  to  wait  for  the  "train 
wreck."    Unfortunately,  the  "bodies"  strewn  about  after  the  train  wreck  may  be 
beneficiaries  and  the  infrastructure  of  the  Medicare  program.    We  urge  you  to  act 
now  to  head  off  this  clearly  avoidable  outcome. 


The  American  Federation  of  Home  Health  Agencies  appreciates  the  opportunity  to 
provide  testimony  on  this  critical  issue. 


For  your  information,  the  Visiting  Nurse  Associations  of  Massachusetts  is  providing 
similar  testimony  to  the  House  Rules  Committee  in  support  of  protecting  Medicare 
contractor  funds  through  an  amendment  to  Rep.  John  Conyers  H.R.  2898,  the  "Social 
Security  Protection  Act  of  1991." 
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August  7,  1991  issue 
(reprinted  with  permission) 


301-535-4103 


home  health  line 


ACCORDING  TO  HCFA  BUDGET  ESTIMATES,  THE  ADMINISTRATION'S  PROPOSED  FY  1992 
Medicare  contractor  operating  budget  of  $1,457  billion  will  yield  a  shortfall  of  $1 57. 1  million  in  operating  money 
required  to  maintain  current  service  levels  and  payment  safeguard  functions  into  the  next  fiscal  year  (see  related 
article  on  page  281).  Claims-processing  is  largely  spared  the  axe  in  HCFA's  allocation  of  the  $1  457-billion 
operating  budget,  whichprovides  'an  11 .6  percent  increase"  in  money  for  processing  claims,  according  to  Blue 
Cross  and  Blue  Shield  Association  (BCBSA)  official  Paul  Dennett,  nearly  equal  to  the  12-percent  increase  in 
claims  volume  that  HC^A  foresees  in  FY  1992.  "HCFA  has  made  a  commitment"  to  Congress  "to  sustain 
the  adequacy  of  claim-processing  and  the  timeliness  of  claim-processing, "  according  to  another  BCBSA 
official,  vho  predicted  'there  will  be  a  great  deal  of  pressure "  on  HCFA  to  live  up  to  its  promise.  Here  is  HCFA  s 
estimate  of  how  the  shortfall  will  hit  providers,  beneficiaries  and  payment  safeguard  "savings"  to  the  Medicare 
program: 


Total  Budget  Shortfall: 


"FY  1992  MEDICARE  CONTRACTOR  BUDGET" 


Eftect  of  Budget  Shortfall 


$157.1  million 


Claims  will  be  paid  within  17-24  days  ot  receipt. 
Physician  payment  reform  will  be  implemented. 


HEARINGS/APPEALS 


$  51.1  [million] 


-  Will  backlog  dramatically. 

-  10.2  million  will  be  received;  only  3.3  million  will  be  processed. 

-  Statutory  timeframes  will  not  be  met. 

-  Average  processing  times  will  increase  as  follows: 


Part  A  Reconsiderations: 
Part  B  Reviews: 
Part  B  Fair  Hearings: 

BENEFICIARY/PROVIDER  SERVICES 


from  27  days  to  277  days 
from  26  days  to  276  days 
from  31  days  to  331  days 


$75.6  [million] 


-  Handling  of  beneficiary  and  provider  inquiries  will  be  severely  constrained. 

-  Contractors  will  respond  to  only  8.6  million  of  30.4  million  telephone, 
written  and  walk-in  inquiries. 

-  Beneficiaries  will  receive  busy  signals  50%  of  the  time,  up  from  the  current  rate  of  15% 

-  Beneficiary  toll-free  lines  will  be  eliminated. 


PAYMENT  SAFEGUARDS 
Medical  Review 

-  Home  health  reviews  will  be  cut  back  by  more  than  40%. 

-  Part  B  pre-payment  medical  review  will  be  cut  back  by  7%, 

-  Trust  fund  savings  of  more  than  $100  million  will  be  lost. 

Audit 

-  The  number  of  full  audits  will  be  reduced. 

-  More  simplified  reviews  wili  be  conducted. 

Medicare  Secondary  Payer 

-  Cuts  will  include  cuts  in  data  match  funding. 

-  Trust  fund  savings  of  more  than  $200  million  will  be  lost." 


$30.4  [million] 


$11.7  [million] 


$  7.6  [million] 


$11.1  [million] 
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(reprinted  with  permission)-  301-535-4103 
January  23,  1991  issue 


REGIONAL  HOME  HEALTH  INTERMEDIARY  (RHHI)  ILLINOIS  BLUE  CROSS,  ALONG  WITH  OTHER 

Medicare  contractors,  has  moved  quickly  to  alert  home  health  agencies  (hha)  thatpaperclalms  will  begin  piling 
up  under  HCFA's  January  8  instruction  to  'lake  immediate  steps"  to  cut  back  on  claims-processing  and  give 
priority  to  handling  electronic  media  claims  (EMC,  see  ...hhl  1991,  p.  11).  HCFA's  slowdown  order,  pending 
release  of  the  FY  1991  contractor  contingency  fund  (see  article  on  page  21),  could  double  the  average  payment 
time  to  36  days  for  hha's,  hospices  and  other  Part  A  providers,  according  to  the  Blue  Cross  and  Blue  Shield 
Association.  For  claims  submitted  on  paper,  "the  days  turnaround  would  be  much  higher  than  that, "  a  BCBSA 
official  predicted.  Illinois  Blue  Cross,  the  intermediary  for  hha 's  in  Illinois,  Indiana  and  Ohio,  generally  processed 
from  97  to  99  percent  of  hha  "clean  claims"  within  24  days  last  year,  according  to  HCFAdata(e.g.,  see...  hhl  1990, 
p.  139). 

Regional  Home  Health  Intermediary  (RHHI)  Illinois  Blue  Cross  warned  hha's  in  a  January  1 6  letter  that  "We 
have  been  instructed  by  HCFA  to  process  electronic  media  claims  (EMC)  first,"  i.e.,  claims  submitted  via  "Provider 
Terminal  System  (PTS)";  "CPU  [central  processing  unit]  to  CPU";  Tape";  or  "Personal  Computer  (i.e.,  Home 
Pro)." 

"Paper  claims  will  be  handled  as  funds  permit,"  the  RHHI  advised.  "The  cost  of  processing  electronic 
claims  is  significantly  lower  than  for  paper  claims.  We  recommend  that  all  providers  with  EMC  capability  take 
immediate  action  to  ensure  the  electronic  submission  of  all  claims  possible.  Please  review  the  following 
suggestions:" 

•  "Submit  all  claims  EMC  except  when  additional  documentation  is  required.  (Our  billing  documentation 
requirements  have  not  changed)." 

•  "If  a  facsimile  is  returned  to  you  for  correction  of  a  billing  error,  resubmit  the  corrected  claim  electronically 
when  possible." 

•  "Submit  nonpayments  electronically.  If  an  outstanding  claim  is  not  pending  on  PTS  Browse  or  paid  on 
MEDI,  resubmit  the  claim  electronically." 

"At  this  time,  we  are  unable  to  project  what  percentage  of  paper  claims,  If  any,  will  be  processed," 

the  intermediary  continued.  "If  our  funding  is  not  restored,  we  are  certain  that  there  will  be  a  definite  backlog  in 
processing  paper  claims  which  will  steadily  increase  over  time." 

Finally,  'There  will  be  no  additional  staff  to  process  nonpayments  and  written  inquiries,"  the  contractor  told 
hha's.  "We  ask  for  your  cooperation  with  the  following  actions:" 

•  "Submit  nonpayments  and  written  inquiries  only  on  the  most  difficult  or  complicated  cases.  Otherwise,  a 
backlog  will  rapidly  develop  and  all  responses  will  be  greatly  delayed." 

•  "When  submitting  a  nonpayment  inquiry  on  a  paper  claim,  follow  the  established  timeframe  of  90  days.  We 
will  return  nonpayment  inquiries  on  paper  claims  if  they  are  submitted  sooner  than  90  days  from  the  initial  claim 
submission." 

•  "Do  not  resubmit  a  paper  claim  that  has  not  been  processed  until  the  90  day  time  period  has  elapsed. 
Duplicate  claim  submission  will  only  further  complicate  the  situation." 

"Our  goal  continues  to  be  to  provide  the  highest  quality  of  service  possible  to  our  providers  and  our 
beneficiaries,"  the  letter  concluded.  "We  appreciate  your  understanding  and  support  in  the  interim.  We  will  keep 
you  informed  of  any  developments."  ♦ 


(Continued  from  page  21) 

Democrat  Frank  told  ...hhl,  "but  we  don't  think  there 
should  be  an  increase  in  the  amount  of  time  it  takes  to  pay 
a  claim  just  because  there's  money  available  which  for 
some  reason  hasn't  been  released.  We're  hoping  that 
regardless  of  the  format  of  the  claims,  they'll  all  be  done 
as  quickly  as  possible." 

Medicare  contractor  experts  have  predicted  the 
HCFA-ordered  slowdown  will  create  "enormous 


backlogs"  of  bills  submittedonpaper,and"effectively 

cut  in  half  beneficiary  and  provider  service  levels,  be- 
ginning "almost  immediately." 

"In  effect,  what  contractors  will  be  directed  to  do  is 
process  electronic  claims  as  expeditiously  as  possible, 
and  then  begin  to  manage  paper  claims  the  best  they  can 
with  the  money  that  they  have  left,"  Donald  R.  Cohodes 
(312/440-6000),  administrator  of  the  Federal  programs 
division  for  the  Blue  Cross  and  Blue  Shield  Association 
(Continued  on  page  23) 
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that  7Q  jwrcent  oi  the  total  potna- 
assigned  to  the  cost  standards,  quality/' 
accuracy  standardsv  and  ttmeuness 

standards  must  also  be  attained. 

A  contractor's  performance  is 
evaluated  against  each  applicable 
standard.  In  general,  if  a  contractor 
exactly  meets,  the  passing  leveL 
established  fer  a  standard,  it  achieves 
70  percent  of  the  points  (or  in  a  few 
instances,  more  than  70  percent  of  the 
points)  allocated  to  that  standard,  to- 
which  we  refer  as  the  threshold  score 
[the  passing  level}.  Any  rating  below 
that  threshold  constitutes  a  deficiency. 
The  contractor  may  be  required  to 
develop  and  implement  a  corrective 
action  plan  when  performance  problems 
are  identified  The  contractor  wiil  be 
monitored  to  assure  effective  and 
efficient  compliance  with  the  corrective 
action  plan  and  improved  performance 
where  criteria  and/ or  standards  are  not 
met. 

E.  Criteria  and  Standards  for 
Intermediaries 

As  stated  previously,  we  will  use  11 
criteria  to  evaluate  the  overall 
performance  of  an  intermediary.  They 
are:  (1)  Unit  Cost;  (2)  Process  Claims;  (3) 
Audit;  (4)  Medical  Review;  [5]  Medicare 
Secondary  Payer;  (6)  Financial 
Management  (7)  Beneficiary  and 
Provider  Services;  (8)  Reporting;  (9) 
Fraud  and  Abuse;  (10)  Reimbursement 
and  (11)  Management  of  Change. 

The  11  criteria  contain  a  total  of  64 
standards. There  are  2  for  Urut  Cost  6 
for  Process  Claims.  4  for  Audit  5  for 
Medical  Review,  3  for  Medicare 
Secondary  Payer,  8  for  Financial 
Management.  5  for  Beneficiary  and 
Provider  Services,  20  for  Reporting,  3  for 
Fraud  and  Abuse,  5  for  Reimbursement, 
and  5  for  Management  of  Change. 
1.  Unit  Coat  Cniencm  (Total  Points  =  95) 

An  intermediary  must  proceaa  ail  bills  at 
an  acceptable  unit  coat.  We  will  use  the 
standards  Oeiow  to  evaluate  the  criterion. 
Standard  1  —  73  points.  Process  bills  it  an 
acceptable  unit  cost.  (Cost) 

Passing  Leva!  and  Points 

Group  1:  Contractors  ar  or  below  National 

Average  Unrt  Cost 
Actual  unit  cost  is  at  or  below  100%  of 

the  FY  1991  NOB  A.  75.0 

Croup  2:  Contractors  above  National  Average 

Unit  Cost 

Actual  unit  coal  96.1*-100.0*  o£  the  FY 

1991  NOBA  67  j 

Standard  2  =  20  points.  Process  appeals  at  an 
acceptable  unit  cosL  [Coat) 

Passing  Level  and  Points 
Actual  unit  costs  100. 1%-101*  of 

NOBA    _  -H.C 

2  Process  Claima  Criterion  (Total 
Point*- 133) 


An  intermediary  must  properly  control  and 
proceaa  bins-  from  providers.  Ws  will  us*  the  ' 
standards  below  tcnYstist*  the  criterion. 
Standard  7—40  points.  Pay  clean  non~ 
periodic  tnrsmn  payment  CPU?)  btRa 
within  mandated  timeframes. 
(Tlmelineas)  - 

Passing  Level  and  Points 
95.0*-87.4*  paid  within  mandated 


7051  of  pointt 
allocated. 


Standard  2- 18  points.  Proceas  all  billa  within 
80  daya.  (Timeliness) 

Passing  Level  and  Points 
95.0%-95.9*  processed  within  60  daya 

after  the  date  of  receipt  12.6 

Standard  .2  —  18  points.  Procesa  all  bills  within 
90  days.  (Timeliness) 

Passing  Level  and  Paints 
99.0%-99J%  processed  within  90  days 

after  the  date  of  receipu   12.3 

Standard  4  —  12  points.  Control  payment  of 
interest  on  clean  bills.  (Coat) 

Passing  Level  and  Points 
Interest  maintained  at  -004S-XJ07*  of 

benefit  payments  8.4 


80.0*-89.8*  of  -70*  of  polr.v 

freeatanding  HHA  cost  allocated 

reports  settled  amefy. 
88.3*-fl23*  of 

freestanding  SNP  coat 

reports  aetlled  tanaiy. 

Note:  Points  are  allocated  baaed  upon  cocl- 
level  of  effort  by  provider  types. 

Standard  4—16  points.  Complete  work 
requirements  in  accordance  with  bod 
authority.  [Cost) 

Passing  Level (2-part  standard)  and  Poini 
90.0%-94.8*  of  dealt  reviews  completed 

aa  budgeted-    

90.0%-S4.9%  of  field  audits  completed 

as  budgeted  


Standard  5—7  points.  Process  adjustment 
records  timeiy  and  return  the  adjusted 
records  to  the  Peer  Review  Organization 
(PRO).  (Timeliness) 

Passing  Level  and  Points 

95.0%-97.4%  of  the  adjustments 

processed  and  returned  to  the  PRO 
within  60  days.._       4.9 

Standard  S-40  points.  Process  bills 
accurately.  (Quality) 

Passing  Level  and  Points 
95.0%-96.9*  of  test  claims  are 

accurate  28.0 


4.  Medical  Review  Cnler.an  (Total 
Points -100) 
An  intermediary  must  perform  necesv..- 
Medical  Review  (MR)  activiuea  aa  requirt 
by  HCFA  instructions  in  a  timely,  accura: 
and  cost  effecuve  manner.  We  will  use  lh< 
standards  below  to  evaluate  the  cnterior,. 

Standard  1=40  points.  Make  accurate 
coverage  determinations.  (Quality) 

Passing  Level  and  Points 
93.7%-97.5X  of  caaea  reviewed  are 

accurate  .  

Standard  2  =  10  points.  Aaaure  the  review 
the  HCFA  mandated  level  of  skilled 
nursing  facility  (SNF)  demand  bills. 
(Quality) 

Passing  Level  and  Points' 
Intermediary  in  compliance  with  all 

requirements  with  minor 

modificat^a  recc-jr.er.ded   -. 


3.  Audit  Criterion  (Total  Points  — 100) 

An  intermediary  must  administer  the 
program  in  a  manner  that  achieves  maximum 
savings  and  cosi  avoidance  for  the  Medicare 
trust  funds.  We  will  use  the  standards  beicw 
:o  evaluate  the  criterion. 

Standard  1  —  20  points.  Administer  a  cost- 
effective  provider  audit  program.  (.Cost) 

Passing  Level  and  Points 

6.00/1-6.99/1  audit  return  ratio  14J 


Standard  2  =  40  points.  Perform  properly 
when  reviewing,  auditing,  adjusting, 
settling,  and  completing  cost  report*/ 
statements.  (Quality). 

Passing  Level  and  Points 
85.0%-39  5%  of  work  performed 

properly  —   


Standard  J  — 24  point*.  Settle-  cost  reports 

timely.  (Timeliness) 

Passing  Level  (3-part  standard]  and  Points 
90.0%-94.9*  of  hospital        70*  of  point* 

cost  reports  settled  allocated 

timely. 


Standard  J  — 15  points.  Apply  and  update 
HCFA  MR  instruction*.  (Quality) 

Passing  Level  end  Points 

Minor  problems  have  been  identified 
in  the  intermediary's  compliance 
with  HCFA  instructions   _  

Stanaard 4  =  15  point*.  Perform  budgerec 
reviews.  ;Cost) 

Passing  Level  and  Points 
97.5*-98.9*  of  overall  budgeted 
review*  and  95*  of  budgeted 
reviews  for  each  bill  type  are 

performed  

"  Standard 5- 20 point*.  Establish  and 

implement  appropriate  Focused  Rev-r 
Program.  (Quality) 

Passing  Level  and  Points 

In  areas  where  the  intermediary  has 
flexibility  to  select  claim*  for 
medical  review,  the  intermediary 
used  selection  cntens  which  were 
based  on  the  collection,  and 
analysis  of  data  sufficient  to  reflect 
unusual  or  questionable  patterns  cr 
trends  in  the  prevision  o£  Medicare 
services.  In  90*  of  ail  case*  the 
selection  catena  ware  detenruneC 
to  be  effective  or  were  modified  
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Management,  and  5  for  Program 
.  Efficiency. 


determine  Whether  to  designate  an 
agency  or  organisation  to  perform 
'ervices  with  respect  to  hospital 
affiliated  HHAs.  Wu  have  developed 
criteria  and  standards  for  RHHIs  in 
order  to  measure  the  distinct  RHH1 
functions.  These  functions  include  the 
processing  of  freest  anding  HHA, 
hospital  affiliated  HHA.  and  Hospice 
bills.  Through  the  evaluation  of  these 
criteria  and  standards  we  will  determine 
whether  the  RHHI  functions  should  be 
moved  from  one  intermediary  to  another 
In  order  to  ensuro  effective  and  efficient 
administration  of  the  program  benefit 

At  this  time,  CWF  Hosts  are  selected 
from  existing  Medicare  contractors 
under  the  authority  of  section  1B42  of  the 
Act  which  allows  the  Secretary  to  enter 
into  or  amend  carrier  contracts.  The 
CWF  Hosts  perform  functions  of  making 
available  to  Medicare  contractors 
(Intermediaries  and  carriers)  and  their 
providers  within  the  CWF  territory,  or 
"sector,"  Medicare  beneficiary 
entitlement  and  utilization  data;  and 
providing  intermediaries  and  carriers 
with  prepayment  a  pproval  of  Part  A 
bills  and  Part  B  claims  of  all  types, 
These  functions  are  distinctly  different 
than  those  of  the  traditional  Medicare 
carrier  in  that  the  CWF  Hosts  does  not 
adjudicate  claims  and  determine  the 
amount  of  payment  For  this  reason,  it  li 
necessary  to  evaluate  CWF  Hosts 
performance  with  a  separate  set  of 
criteria  and  standards. 

Action  Based  on  Performance 
Evaluations 

We  may  initiate  administrative 
actions  as  a  result  of  the  evaluation  of 
contractor  performance  based  on  these 
performance  criteria  and  standards. 
Under  sections  1818  and  1842  of  the  Act, 
we  consider  the  results  of  the  evaluation 
in  our  determinations  on: 

•  Entering  into,  renewing,  or 
terminating  agreements  or  contracts 
with  contractors:  and 

•  Decisions  concerning  other  contract 
actions  for  internxtdlaries  and  carriers 
(such  as  deletion  cf  an  automatic 
renewal  clause).  These  decisions  are 
made  on  6  case-by-case  basis  and 
depend  primarily  on  the  nature  and 
degree  of  performance.  More 
specifically,  they  depend  on: 

+  Relative  overall  performance 
compared  to  other  contractors; 

+  Number  of  standards  in  which 
deficient  performance  occurs: 

-f  Extent  of  each  deficiency;  and 

+  Relative  significance  of  the 
standards  foe  which  deficient 
performance  ocoirs  within  the  overall 
CPEP. 

•  Decisions  concerning  the 
assignment  or  reassignment  of  providers 


and  designation  of  regional  or  national 
intermediaries  for  classes  of  providers. 

We  make  individual  contract  action 
decisions  after  considering  these  factors 
in  terms  of  their  relative  significance 
and  Impact  on  the  efficient 
administration  of  the  Medicare  program. 
D.  Scoring  System 

For  both  intermediaries  and  carriers 
under  the  traditional  CPEP,  the 
maximum  score  attainable  is  100  points, 
reduced  from  1000  points  In  prior  years. 
Each  of  the  CFEPs  performance 
standards  is  assigned  a  given  portion  of 
the  100  points  available  based  on  the 
measured  activity's  relative  Importance 
to  all  other  measured  activities.  To  pass 
CPEP.  90  percent  of  the  available  point* 
must  be  attained. 

For  CWF  Hosts  and  RHHIs,  the 
maximum  score  attainable  is  30  points 
each.  The  CWF  Host  and  RHHI  criteria 
and  standards  will  be  scored  separately 
from  the  traditional  CPEP  for 
intermediaries  and  carriers.  Each  of  the 
CWF  Host  and  RHHI  CPEFs 
performance  standards  is  assigned  « 
given  portion  of  the  30  points  available 
based  on  the  measured  activity's  . 
relative  importance  to  all  other 
measured  activities.  To  pass  the  CWF 
Host  and/or  RHHI  CPEP.  90  percent  of 
the  available  points  must  be  attained. 

A  contractor's  performance  is 
evaluated  against  each  applicable 
standard  In  general,  if  a  contractor 
meets  the  level  of  performance  required 
by  operational  manual  instructions,  it 
achieves  all  of  the  points  allocated  to 
that  standard.  Any  rating  below  basic 
operational  expectations  generally 
constitutes  a  deficiency.  In  most 
Instances,  there  are  varying  degree*  of 
deficiency  which  allow  contractors  to 
receive  a  portion  of  the  iutal  point* 
available.  The  contractor  may  be 
required  to  develop  and  implement  a 
corrective  action  plan  when 
performance  problems  axe  identified- 
The  contractor  will  be  monitored  to 
assure  effective  and  efficient 
compliance  with  the  corrective  action 
plan  and  improved  performance  where 
standards  are  not  met. 
E,  Criteria  and  Standards  for 
Intermediaries 

As  stated  previously,  we  will  use  4 
criteria  to  evaluate  the  overall 
performance  of  an  Intermediary.  They 
are:  (1)  Bill  processing  and  Service;  (3) 
Payment  Safeguards;  (3)  Administrative 
Management;  and  (4)  Program 
Efficiency. 

The  4  criteria  contain  a  total  of  25 
standards.  There  are  7  for  Bill 
Processing  and  Service,.  10  for  Payment 
Safeguards.  3  for  Administrative  .'. 


1.  Bill  Processing  and  Service  Criterion 
(Total  Points*  20} 

Bills  are  processed  timely  and 
accurately  and  providers  and 
beneficiaries  are  served  In  accordance 
with  program  laws,  regulations,  and 
general  instructions. 

Standard  /— 95  percent  of  clean  non- 
Periodic  Interim  Payment  (PIP)  bills  paid 
within  mandated  timeframes.  (4  points) 

Standard 2— $5  percent  of  all  bills 
processed  within  B0  days.  (3  points) 

Standard  3 — Intermediary  system 
processing  accuracy  rate  of  95  percent. 
(4  points) 

Standard  4 — 95  percent  of 
reconsiderations  aro  accurately 
processed.  (3  points) 

Standard 5—75  percent  of 
reconsiderations  are  processed  within 
60  days  and  90  percent  processed  wtthln 
90  days.  (2  points) 

Standard  0—95  percent  of 
correspondence  is  accurate  and 
answered  within  30  days.  (3  points) 

Standard  7— 95  percent  of  appeal 
reversals  reflect  accurate  Intermediary 
determinations.  (1  point) 

2.  Payment  Safeguards  Criterion  (Total 
points  **43) 

The  Medicare  program  Is  safeguarded 
against  inappropriate  program 
expenditures. 

Standard  J— Provider  audit  savings 
goal  is  achieved.  (4  points) 

Contractors  are  advised  of  their 
specific  audit  savings  goal  through 
program  instructions  prior  to  the 
I   evaluation  period,  iln  determining  the 
contractor-specific  goal,  HCFA 
considers  such  factors  as  the 
contractor's  provider  mix,  audit  funding, 
and  historical  performance. 

Standards— 97.5  percent  of  Medical 
Review  (MR)  coverage  decisions, 
including  decisions  on  SNF  demand 
bills,  axe  accurate.  (4  points) 

Standard  J— Focused  MR  program  Is 
effective.  (3  points) 

Detailed  requirements  for  measuring 
MR  effectiveness  under  this  standard 
are  contained  in  the  Medicare 
Intermediary  Manual  (M1M),  Section 
2901,2. 

Standard  4— Mtdlcarti  Secondary 
Payor  (MSP)  savings  goal  is  achieved.  (4 

.  points) 

Contractors  are  advised  of  their 
specific  MSP  savings  goal  through 
program  instructions  prior  to  the 

-    evaluation  period-  In  determining  (he 
contractor-specific  goal,  HCFA 

..  considers  such  factors  s  a  geographic 

.  variables  In  MSP  coverage  and  MSP 
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STATEMENT  OF  RALPH  J.    MOORE,  JR. 
CHAIRPERSON,   GOVERNMENTAL  AFFAIRS  COMMITTEE 
ASSOCIATION  FOR  RETARDED  CITIZENS  OF  THE  UNITED  STATES 

Mr.  Chairman,   I  appreciate  this  opportunity  to  submit  this  statement 
for  the  record  on  behalf  of  the  Association  for  Retarded  Citizens  of  the 
United  States.  The  ARC  is  marking  41  years  of  nationwide  service  to  people 
with  mental   retardation.  Counted  among  the  more  than  140,000  ARC  members 
are  parents,   professionals,  and  self-advocates  across  the  nation  who  are 
part  of,  or  work  on  behalf  of,  the  over  seven  million  citizens  of  our 
nation  with  mental   retardation.     Approximately  one  million  people  with 
mental   retardation  receive  Social  Security  or  Supplemental  Security  Income 
benefits  administered  by  the  Social  Security  Administration. 

The  ARC  has  taken  positions  specifically  supporting  some  of  the 
concepts  underlying  major  sections  of  H.R.   2838.     We  support  efforts  to: 

o        establish  the  Social   Security  Administration  as  an  independent  agency; 

o        remove  the  Social  Security  administrative  costs  from  the  federal 
budget;  and 

o        improve  the  disability  determination  process,   including  increased 
accuracy  of  decisions  and  reduced  waiting  time  for  decisions. 


RETIREMENT  TEST 

The  ARC  has  major  concerns  regarding  the  portion  of  the  bill  which 
would  increase  the  Social   Security  retirement  test.     (These  concerns  were 
relayed  to  the  Subcommittee  in  testimony  by  Martha  Ford  of  the  ARC 
Governmental  Affairs  Office  on  May  23,1991.) 

We  take  no  position  on  the  merits  of  the  retirement  test  itself,  but 
rather  we  focus  on  the  impact  of  the  retirement  test  in  establishing 
eligibility  for  disability  benefits  for  people  who  are  blind  and  for  those 
who  are  disabled  as  a  result  of  conditions  other  than  blindness.  Currently, 
the  earnings  test  for  people  over  age  65  is  used  also  for  purposes  of 
determining  eligibility  of  people  who  are  blind  for  Title  II  disability 
benef i  ts . 

Let  me  emphasize  that  we  are  not  advocating  a  restriction  or  a 
diminution  in  the  way  that  eligibility  for  Title  II  disability  benefits  is 
calculated  for  people  who  are  blind.  We  are,  however,  urging  two  things. 
First,   if" the  Subcommittee  takes  action  on  the  retirement  test  which 
results  in  more  favorable  treatment  of  earnings  for  people  who  are  blind, 
we  urge  that  the  Subcommittee  also  take  the  same  action  on  behalf  of  people 
who  are  disabled  as  a  result  of  conditions  other  than  blindness.     We  can 
see  no  basis  for  continuing  to  make  a  distinction  between  disability  based 
on  blindness  or  based  on  other  conditions.   People  with  disabilities  of  all 
types,   including  physical,  sensory,  cognitive,  or  mental   impairments,  can 
experience  difficulty  in  entering  or  re-entering  the  work  force  and  can 
experience  substantial  costs  associated  with  their  disability  not 
encountered  by  those  without  disabilities.  We  believe  that  it  is  time  to 
address  need  rather  than  diagnosis. 

Second,  even  if  the  Subcommittee  chooses  not  take  such  action,  we  urge 
you  to  change  the  SGA  test  for  all   people  with  disabilities  so  that  it  is 
the  same  as  that  for  a  person  who  is  blind,  with  indexing  for  future 
inflation.   Bringing  the  SGA  level  up  would  eliminate  discrimination  and 
inequity  in  the  program  and  encourage  many  beneficiaries  with  disabilities 
to  test  their  skills  in  the  work  place.  Such  a  change,   based  on  the  current 
law  retirement  test  level,  would  permit  beneficiaries  with  disabilities 
other  than  blindness  also  to  earn  up  to  $810  per  month  in  1991  without 
losing  benefits. 

If  the  current  retirement  test  is  liberalized  with  resulting 
liberalization  of  the  test  for  people  who  are  blind,   fairness  requires  that 
changes  be  made  in  Title  II  to  use  the  same  criteria  for  determining 
eligibility  for  people  with  disabilities  based  on  conditions  other  than 
bl i  ndness . 

We  also  recommend  that,  as  changes  are  made  to  make  treatment  in  Title 
II  more  equitable,  comparable  changes  also  be  made  to  equalize  treatment  in 
Title  XVI.  (1) 
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While  this  testimony  has  not  been  reviewed  by  the  Social  Security  Task 
Force  of  the  Consortium  for  Citizens  with  Disabilities  (CCD),   it  is  in 
keeping  with  positions  taken  by  the  Task  Force  regarding  the  need  to 
increase  the  substantial  gainful  activity  (SGA)   level  to  that  used  for 
people  who  are  blind  and  to  index  it  for  future  inflation. 

Thank  you  for  this  opportunity  to  comment  on  H.R.  2838.     We  applaud 
your  efforts  and  those  of  Chairman  Rostenkowski  to  continue  to  make 
improvements  to  the  Social  Security  programs  on  behalf  of  beneficiaries. 
If  the  ARC  can  be  of  any  assistance  to  the  Subcommittee  on  these  issues, 
please  contact  Marty  Ford,  ARC  Governmental  Affairs  Office,  (202)785-3388. 
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TESTIMONY  OF  THE  HONORABLE  BYRON  L.  DORGAN 
BEFORE  THE  SUBCOMMITTEE  ON  SOCIAL  SECURITY , 
COMMITTEE  ON  WAYS  AND  MEANS  ON 
HR  2838,   THE  SOCIAL  SECURITY  TRUST  FUND  INTEGRITY 
AND  BENEFITS  IMPROVEMENT  ACT  OF  1991 
SEPTEMBER  17,  1991 


Mr.  Chairman,  thank  you  for  holding  this  hearing  on  legislation  you  have 
introduced  to  address  some  important  issues  with  respect  to  the  Social 
Security  system,  HR  2838  the  "Social  Security  Trust  Fund  Integrity  and 
Benefits  Improvement  Act  of  1991."       This  legislation  addresses  some  benefit 
shortfalls  and  problems  resulting  from  the  enactment  of  certain  requirements 
in  last  year's  budget  agreement.     The  Committee  needs  to  address  these  issues 
as  soon  as  possible.     In  particular,  this  bill  includes  the  rectification  of  a 
serious  problem  that  has  arisen  with  respect  to  the  Social  Security  tax 
treatment  of  election  workers  as  a  result  of  provisions  enacted  under  the 
Omnibus  Budget  Reconciliation  Act  of  1990   (OBRA  90)   which  requires  new  state 
and  local  workers  to  participate  in  Social  Security  coverage.  This 
requirement  has  created  a  very  serious  bureaucratic  problem  for  many  states 
and  counties. 

As  you  know  Mr.   Chairman,   OBRA  90  required  stats  and  local  workers, 
including  election  workers,  who  are  neither  covered  by  a  voluntary  Social 
Security  agreement  nor  by  a  state  or  local  retirement  system  to  pay  the  full 
Social  Security  tax.     Despite  the  fact  that  current  law  provides  an  exemption 
for  election  workers  earning  less  than  $100  per  year,  many  state  and  county 
jurisdictions  have  found  themselves  in  the  midst  of  a  bureaucratic  mess 
withholding  Social  Security  taxes  for  election  workers.     The     additional  tax 
requirement  is  not  the  burdensome  aspect  of  this  new  requirement.     Rather,  the 
issue  is  about  a  large  amount  of  unnecessary  paper  work  for  a  small  amount  of 
revenue . 

HR  2838  would  address  this  problem  by  raising  the  exemption  for  election 
workers  from  $100  to  $600.     I  strongly  support  this  provision.     It  seems  to  me 
that  requiring  election  workers  who  make  only  a  few  hundred  dollars  a  year  to 
have  Social  Security  taxes  withheld  creates  an  unnecessary  burden  of  paperwork 
for  local  governments. 

Mr.  Chairman,   it  is  my  hope  that  the  legislation  will  be  considered  by 
the  Committee  on  Ways  and  Means  soon.     The  provision  addressing  the  FICA  tax 
treatment  of  election  workers  is  an  issue  that  needs  immediate  attention  so 
that  a  great  deal  of  unnecessary  paper  work  can  be  avoided  before  the  next 
election  cycle  begins. 

Thank  you  once  again  for  holding  this  hearing. 
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Statement  of  Jonathan  Barry  Forman 
Professor  of  Law 
College  of  Law 
University  of  Oklahoma 
Norman,  Oklahoma 
for  the 

Subcommittee  on  Social  Security 
Committee  on  Ways  and  Means 
Hearing  on  H.R.  2838 
The  "Social  Security  Trust  Fund  Integrity 
and  Benefits  Improvement  Act  of  1991" 
Statement  Prepared:     September  13,  1991 

Mr.  Chairman: 

I  am  pleased  to  submit  this  statement  for  the  record  you  are 
compiling  on  H.R.   2838,   the  "Social  Security  Trust  Fund  Integrity 
and  Benefits  Improvement  Act  of  1991."     I  am  submitting  this 
statement  in  my  individual  capacity  as  a  Professor  of  Law  at  the 
University  of  Oklahoma  College  of  Law  where  I  teach  courses  on 
tax  law  and  research  primarily  on  the  relationship  between  the 
tax  and  social  welfare  systems. 

The  purpose  of  this  statement  is  to  show  how  the  combination 
of  the  social  security  retirement  earnings  test,   income  taxes, 
and  social  security  taxes  subjects  elderly  workers  to 
phenomenally  high  marginal  tax  rates  and  to  recommend  some 
changes  to  the  social  security  retirement  program  that  would 
reduce  those  high  marginal  tax  rates.     In  that  regard,  H.R.  2838 
would  relax  the  social  security  earnings  test  but  does  not  go  far 
enough.     Basically,   this  statement  recommends  that  social 
security  retirement  benefits  be  treated  like  annuities.  This 
would  mean  taxing  social  security  retirement  benefits  like 
annuities,   repealing  the  social  security  retirement  earnings 
test,  and  immediately  raising  the  delayed  retirement  credit  to  an 
actuarially  fair  8%  rate. 

TREAT  SOCIAL  SECURITY  RETIREMENT  BENEFITS  LIKE  ANNUITIES:  TAX 
SOCIAL  SECURITY  BENEFITS  LIKE  ANNUITIES,   REPEAL  THE  SOCIAL 
SECURITY  RETIREMENT  EARNINGS  TEST,   AND  IMMEDIATELY  RAISE  THE 
DELAYED  RETIREMENT  CREDIT  TO  8  PERCENT 

INTRODUCTION 

Monthly  social  security  retirement  benefits  are  paid  as  a 
matter  of  right  to  any  covered  individual  who  retires  at  age  62 
or  older.     If  such  individual  continues  to  work,  however,  the 
individual's  social  security  retirement  benefits  may  be  reduced 
by  operation  of  the  social  security  retirement  earnings  test. 
Also,   the  individual  must  continue  to  pay  social  security  taxes 
and  income  taxes  on  those  subsequent  earnings.  Furthermore, 
social  security  beneficiaries  with  incomes  over  $25,000  many  have 
to  pay  income  tax  on  up  to  half  of  their  social  security- 
retirement  benefits.     Together,   the  social  security  retirement 
earnings  test  and  these  tax  provisions  can  combine  to  subject 
elderly  workers  to  astronomically  high  marginal  tax  rates  on 
earned  income. 

The  purpose  of  this  statement  is  to  outline  this  high 
marginal  tax  rate  trap  for  elderly  workers  and  to  discuss  some 
possible  changes  to  the  social  security  retirement  program  to 
alleviate  those  high  marginal  tax  rates.     Part  I  provides  an 
overview  of  the  social  security  system.     Particular  attention  is 
paid  to  the  social  security  retirement  earnings  test  and  the  high 
marginal  tax  rates  faced  by  elderly  workers.     Part  II  outlines  a 
theoretical  framework  to  guide  reform  of  the  social  security 
retirement  program.     Basically,  Part  II  recommends  that  social 
security  retirement  benefits  be  treated  like  annuities.  This 
would  mean  taxing  social  security  benefits  like  annuities, 
repealing  the  social  security  retirement  earnings  test,  and 
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immediately  raising  the  delayed  retirement  credit  to  an 
actuarially  fair  8%  rate. 

I.      AN  OVERVIEW  OF  THE  SOCIAL  SECURITY  SYSTEM 

The  social  security  system  is  generally  thought  to  include 
three  related  programs:     the  old-age  and  survivors  insurance 
(OASI)  program;   the  disability  insurance  (DI)  program,  and  the 
hospital  insurance  (HI)  program. /I     Each  of  these  programs  is 
funded  through  a  separate  trust  fund.     Workers  build  protection 
under  these  "insurance"  programs  by  working  in  employment  or 
self-employment  that  is  "covered"  by  the  social  security  system 
and  by  making  the  required  social  security  tax  "contributions." 
Altogether  some  93%  of  civilian  workers  are  in  covered  employment 
or  self-employment.     At  retirement,  disability,  or  death,  monthly 
social  security  benefits  are  paid  to  insured  workers  and  to  their 
eligible  dependents  and  survivors.     Also,   the  health  insurance 
program,  commonly  known  as  Medicare  Part  A,  provides  aged  and 
disabled  insured  workers  with  comprehensive  health  insurance 
protection.     The  OASI  program,  also  known  as  the  social  security 
retirement  program,  is  by  far  the  largest  of  the  three 
programs ./2 

A.      SOCIAL  SECURITY  TAXES 

1 .     In  General 

Social  security  benefits  are  overwhelmingly  financed  through 
payroll  taxes  levied  on  employees,  employers,  and  self-employed 
individuals.     For  1991,  employees  pay  a  social  security  payroll 
tax  of  7.65%  of  earnings  in  employment  covered  by  social 
security,  with  5.6%  allocated  to  the  old-age  and  survivors 
insurance  (OASI)  trust  fund,    .6%  allocated  to  the  disability 
insurance  (DI)  trust  fund,  and  1.45%  allocated  to  the  hospital 
insurance  (HI)   trust  fund.     Each  person  who  works  in  covered 
employment  pays  this  mandatory  tax  on  earnings  up  to  certain 
maximum  dollar  amounts.     For  1991,   the  OASI  and  DI  taxes  are 
collected  on  the  first  $53,400  of  covered  earnings, /3  and  the 


1  Social  Security  Act,   Pub.  L.   No.   74-271,   49  Stat.  620 
(1935)   (codified,  as  amended,  at  42  U.S.C.   §§  301-1397f).  See 
generally  Staff  of  the  House  Comm.  on  Ways  and  Means,  101st 
Cong.,   2d  Sess.,  Overview  of  Entitlement  Programs:     1990  Green 
Book:     Background  Material  and  Data  on  Programs  within  the 
Jurisdiction  of  the  Committee  on  Ways  and  Means  (Comm.  Print 
1990)   [hereinafter  Green  Book];  U.S.  Dep't  of  Health  &  Human 
Servs.,  Social  Sec.  Admin.,  Social  Security  Handbook  1988  (10th 
ed.   1988)   [hereinafter  Social  Security  Handbook  1988]. 

2  For  example,  in  1989,  the  old  age  and  survivors  insurance 
trust  fund  collected  roughly  $252  billion  in  payroll  taxes,  the 
disability  insurance  program  collected  roughly  $24  billion  in 
payroll  taxes,  and  the  hospital  insurance  program  collected 
roughly  $69  billion  in  payroll  taxes.     Current  Operating 
Statistics  Monthly  Tables,   53(12)  Soc.  Security  Bull.   38,  42 
(1990).     Similarly,   the  old  age  and  survivors  trust  fund  paid  out 
roughly  $210  billion  in  benefits  in  1989,  while  the  disability 
insurance  program  paid  out  about  $23  billion,  and  the  hospital 
insurance  trust  fund  paid  out  about  $57  billion  in  benefits.  Id. 
at  43,   44,  45. 

3  I.R.C.   §  3121(a)(1),    (x)(l);   U.S.   Dep't  of  Health  &  Human 
Serv.,  Office  of  the  Secretary,  Social  Sec.  Admin.,   1991  Cost-oE- 
Living  Increase  and  Other  Determinations,   55  Fed.  Reg.  45,856, 
45,858  (Oct.   31,  1990)   [hereinafter  1991  Social  Security  COLA 
Determinations ] . 
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HI  tax  is  collected  on  the  first  $125,000  of  covered 
earnings./4     Thus,   in  1991,   employees  pay  social  security  taxes 
of  7.65%  of  the  first  $53,400  of  covered  earnings,   1.45%  of 
covered  earnings  from  $53,400  to  $125,000,  and  nothing  at  all  on 
earnings  over  $125,000. 

Employers  are  required  to  match  the  social  security  taxes 
paid  by  their  employees.     That  is,  with  respect  to  each  employee, 
employers  also  pay  social  security  taxes  equal  to  7.65%  of  the 
first  $53,400  of  covered  earnings  and  1.45%  of  covered  earnings 
from  $53,400  to  $125,000.     Employers  are  required  to  deduct  the 
employee  portion  of  social  security  taxes  from  wages  paid  to 
employees  and  remit  those  withheld  employee  social  security 
taxes,   together  with  the  matching  employer  social  security  taxes, 
to  the  United  States  Treasury  on  a  regular  basis. 

Similarly,   self-employed  individuals  are  required  to  pay 
social  security  taxes  at  a  rate  equal  to  the  combined  employee- 
employer  rate  of  15.3%  on  net  earnings  from  sel f -employment  of  up 
to  $53,400,   2.9%  on  net  earnings  from  self -employment  from 
$53,400  to  $125,000,  and  no  tax  on  net  earnings  from  self- 
employment  over  $125,000.     In  general,   individuals  having  net 
earnings  from  self -employment   report  those  earnings  and  the  self- 
employment  tax  on  a  schedule  filed  with  their  annual  income  tax 
returns . 

2 .     Income  Taxation  of  Social  Security  Benefits,  in 
Particular 

Since  1984  taxpayers  with  incomes  above  certain  base  amounts 
have  been  required  to  include  as  much  as  one-half  of  social 
security  benefits  received  in  income  for  purposes  of  income 
taxation. /5     Basically,   the  sum  of  a  taxpayer's  adjusted  gross 
income,  tax-free  interest  income,  and  one-half  of  social  security 
benefits  is  compared  to  a  base  amount  of  $25,000  for  a  single 
taxpayer,  or  $32,000  for  a  married  couple  filing  a  joint  tax 
return.     If  the  sum  exceeds  the  base  amount,   the  amount  of  social 
security  benefits  to  be  included  in  taxable  income  is  the  lesser 
of:     one-half  of  the  excess  of  such  amount  over  the  base  amount, 
or  one-half  of  benefits  received.     The  income  taxes  so-collected 
are  credited  to  the  applicable  trust  fund.     More  than  six  million 
social  security  beneficiaries  over  age  65   (21%)  are  affected  by 
this  provision. 

B.      SOCIAL  SECURITY  RETIREMENT  BENEFITS 

1 .     In  General 

Workers  build  protection  under  the  social  security 
retirement  program  by  working  in  covered  employment  or  self- 
employment  for  a  sufficient  number  of  quarters  to  become  insured. 
Monthly  social  security  benefits  are  paid  as  a  matter  of  right  to 
insured  workers  and  to  their  eligible  dependents  and  survivors. 
In  general,   the  benefit  amounts  paid  are  related  to  the  earnings 
history  of  the  insured  worker. 

At  the  end  of  October  of  1990,   there  were  almost  35.5 
million  beneficiaries  of  the  social  security  retirement  program 
who  were  in  current  payment  status,  and  over  $18.6  billion  in 


I.R.C.   §  3121 ( x ) ( 2 ) ( A) .     After  1991,   the  HI  earnings  cap 
will  be  indexed  in  the  same  manner  as  the  OASI  and  DI  earnings 
caps.     Id.   §  31 21 ( x  )  (2) (B) . 

5     I.R.C.   §  86.     See  generally  U.S.   Internal  Revenue  Serv., 
Pub.  No.   915,  Social  Security  Benefits  and  Equivalent  Railroad 
Retirement  Benefits  (1990). 
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monthly  benefits  were  paid  but./6     Almost  24.8  million  of  the 
beneficiaries  were  retired  workers,   3.1  million  were  spouses  of 
retired  workers,   and  0.4  million  were  children  of  retired 
workers.     In  addition,   some  5.1  million  widows,  widowers,  and 
parents  of  deceased  workers  received  benefits  from  the  OASI 
program,   as  did  some  0.3  million  widowed  mothers  and  fathers  of 
deceased  workers,   and  some  1.7  million  children  of  deceased 
workers.     The  average  monthly  benefit  amount  payable  to  a  retired 
worker  in  October  of  1990  was  $544.70. 

2 .     Worker ' s  Benefits 

In  general,   workers  over  age  62  are  entitled  to  social 
security  retirement  benefits  if  they  have  worked  in  covered 
employment  for  at  least  10  years.     Benefits  are  based  on  a 
measure  of  the  worker's  earnings  history  in  covered  employment 
known  as  the  average  indexed  monthly  earnings   (AIME).  Basically, 
the  AIME  measures  the  worker's  career-average  monthly  earnings  in 
covered  employment.     In  that  regard,  only  covered  earnings  up  to 
the  maximum  applicable  annual  earnings  cap  are  considered;  for 
example,   no  more  than  $53,400  of  1991  earnings  could  count 
towards  a  social  security  retirement  benefit.     Once  a  worker's 
so-called  benefit  computation  years  and  covered  earnings  in  those 
years  have  been  identified,   indexing  for  inflation  is  used  to 
make  earnings  early  in  the  worker's  career  comparable  to  earnings 
in  later  years.     Up  to  5  low  years  are  then  dropped  out,   and  the 
AIME  is  then  computed  as  the  average  monthly  earnings  for  the 
remaining  benefit  computation  years. /7 

The  AIME  is  linked  by  formula  to  the  monthly  retirement 
benefit  payable  to  the  worker  at  normal   retirement  age.  At 
present,   a  worker's  normal  retirement  age  is  age  65,   but  the 
normal  retirement  age  is  scheduled  to  increase  gradually  to  67 
after  the  year  2000  so  that  the  normal  retirement  age  will  be  set 
at  67  for  workers  reaching  62  in  2022   (67  in  2027).     The  monthly 
retirement  benefit  payable  to  a  retired  worker  at  normal 
retirement  age  is' known  as  the  primary  insurance  amount  (PIA). 
For  a  worker  reaching  age  62  in  1991,   the  PIA  equals  90%  of  the 
first  $370  of  the  AIME,   32%  of  the  AIME  over  $370  and  through 
$2,230,   and  15%  of  the  AIME  over  $2,230./8     After  the  year  of 


Current  Operating  Statistics:     Monthly  Tables,   supra  note 
2,  at  48. 

7  42  U.S.C.  §  415(b).  According  to  Green  Book,  supra  note 
1,   at  8-9,  AIME  is  computed  as  follows: 

There  are  four  steps  in  the  calculation  of  the  AIME: 
(1)    indexing  the  worker's  earnings  for  each  year  after  1950 
by  dividing  the  worker's  posted  earnings  for  the  year  being 
indexed  by  the  average  wages  of  all  workers  in  that  same 
year  and  multiplying  this  result  by  the  average  earnings  in 
the  indexing  year;    (2)  determining  the  number  of  computation 
years  —  the  number  of  years  after  1950   (or  the  year  of 
attainment  of  age  21,   if  later)  and  up  to  the  year  the 
worker  attains  age  62,  becomes  disabled,  or  dies,  minus 
dropout  years,   generally  5   (minimum  number  of  computation 
years  is  2);    (3)  selecting  the  actual  computation  years, 
based  on  highest  earnings,   for  any  years  after   1950;   and  (4) 
dividing  the  sum  of  earnings  in  the  computation  years  by  the 
total  number  of  months  in  the  computation  years. 

For  some  computational  examples,   see  i_d.   at  9-10. 

8  1991  Social  Security  COLA  Determinations,  supr  a  note  3, 
at  45,859.     The  numbers  $370  and  $2,230  are  often  referred  to  as 
"bend  points."     Green  Book,   supra  note  1,   at  11.     These  are 
indexed  each  year  for  inflation  (as  measured  by  the  change  in 
average  covered  wages).     42  U.S.C.   §  415(a) (1) (B) (ii) . 
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initial  eligibility  (age  62  for  retired  worker  benefits),   the  PIA 
is  indexed  each  year  for  the  increase  in  the  Consumer  Price 
Index . 

3 .     The  Retirement  Earnings  Test  and  the  Delayed 
Retirement  Credit 

Benefits  may  be  increased  or  decreased  for  several  reasons. 
For  example,  workers  who  retire  before  age  65  have  their  benefits 
actuarially  reduced. /9     Consider  a  hypothetical  worker  with 
yearly  earnings  roughly  equal  to  the  average  covered  wage  who 
turned  age  62  in  1989. /10     That  average-wage  worker  would  have 
had  an  AIME  of  $1,537.00  and  a  PIA  of  $720.70  and  would  receive 
an  indexed  $720.70  per  month  if  that  worker  waited  until  age  65 
to  retire.     If,  instead,  that  worker  retired  at  age  62,  that 
worker's  monthly  benefit  would  be  actuarially  reduced  to  just 
$576.00  per  month. 

On  the  other  hand,  benefits  payable  to  workers  who  choose  to 
retire  after  their  normal  retirement  age  are  actuarially 
increased  through  the  delayed  retirement  credit. /II  In 
general,   the  delayed  retirement  credit  increases  the  monthly 
benefit  to  be  paid  to  a  worker  who  delays  receipt  of  benefits 
until  after  normal  retirement  age  because  che  worker  had  not 
filed  an  application  for  benefits  or  was  working.     The  delayed 
retirement  credit  is  3.5%  per  year  for  workers  age  65  in  1991  and 
will  increase  by  one-half  of  1%  in  1992  and  every  other  year 
thereafter  until  it  reaches  an  actuarially  fair  8%  in  2008. 
Consequently,   if  the  hypothetical  average-wage  worker  in  the  last 
paragraph  delayed  retirement  until  after  age  65,  that  worker 
would  receive  a  benefit  of  more  than  an  indexed  $720.70  per 
month,  with  the  exact  amount  of  the  increase  depending  upon  the 
length  of  the  delay. 

Also,  under  the  retirement  earnings  test,  retirement 
benefits  may  be  withheld  from  individuals  who  continue  to  work 
after  starting  to  receive  benefits. /12     For  1991,   the  social 
security  retirement  earnings  test  allows  workers  under  age  65  to 
earn  up  to  $7,080  a  year  in  wages  or  self -employment  income 
without  their  benefits  being  affected. /13     For  earnings  in 
excess  of  this  amount,   $1  of  benefits  is  lost  for  each  $2  of 
earnings.     Workers  age  65-69  can  earn  up  to  $9,720  a  year  without 
their  benefits  beings  affected.     For  earnings  in  excess  of  these 
amounts,  $1  of  benefits  is  lost  for  each  $3  of  earnings.  Since 
1983,   there  has  been  no  limit  on  the  amount  that  an  individual  70 


42  U.S.C.   §  402(q).     As  indicated  above,  after  the  year 
2000,  normal  retirement  age  will  increase  to  age  67.  Workers 
will  still  be  entitled  to  retire  as  early  as  age  62;  however, 
even  greater  actuarial  benefit  reductions  will  be  imposed.  See 
Green  Book,  supra  note  1,  at  12. 

This  example  is  from  Green  Book,  supra  note  1,  at  42. 

11  42  U.S.C.  §  402(w);  Social  Security  Handbook  .1988,  supra 
note  1,   §  719. 

12 

42  U.S.C.   §  403(f).     The  theory  is  that  social  security 
retirement  benefits  are  meant  to  replace,   in  part,  earnings  lost 
to  an  individual  or  family  because  of  retirement  or  death.  Thus, 
the  retirement  earnings  test  is  used  to  measure  the  extent  of  a 
worker's  retirement  and  to  determine  the  reduction,   if  any,  in 
monthly  benefits.     Social  Security  Handbook  1988,   supra  note  1,  § 
1801. 


1991  Social  Security  COLA  Determinations,  supra  note  3, 
at  45,858. 
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or  over  may  earn  and  still  receive  social  security 
benefits. /14  Similar  rules  apply  to  self-employed 
individuals . /15 

C.  DISTRIBUTIONAL  ASPECTS  OF  THE  SOCIAL  SECURITY  RETIREMENT 
PROGRAM 

The  social  security  retirement  program  was  not  designed  to 
function  only  as  a  retirement  annuity  program  in  which  each 
person's  benefits  would  be  directly  related  to  contributions 
made.     Instead,   social  security  retirement  benefits  have  long 
been  intended  to  meet  two  often  conflicting  goals  —  individual 
equity  and  social  adequacy.     The  goal  of  individual  equity  is 
addressed  by  ensuring  that  benefits  are  at  least  somewhat  related 
to  lifetime  earnings.     The  goal  of  social  adequacy  is  addressed 
by  ensuring  that  minimally  adequate  benefits  are  provided  to  all 
beneficiaries . 

Consequently,   relative  to  a  program  in  which  each  worker 
earned  an  actuarially  fair  rate  of  return  on  social  security  tax 
"contributions,"  the  current  social  security  program  results  in 
significant  transfers  that  favor  some  workers  over  others.  In 
short,   not  everyone  gets  his  or  her  "money's  worth"  from  the 
current  social  security  program. 

Of  particular  interest  to  the  elderly,   the  current  social 
security  retirement  program  favors  the  current  generation  of 
beneficiaries  over  future  generations  of  beneficiaries.  Also, 
the  current  social  security  retirement  program  favors  elderly 
retirees  over  elderly  workers.     These  two  distributional  aspects 
are  discussed  in  turn. 

1 .  The  Social  Security  Retirement  Program  Favors  Early 
Generations  of  Retirees  Over  Later  Generation  of 

Reti  rees 

It  is  fairly  clear  that  early  generations  of  social  security 
retirees  have  received  disproportionately  greater  benefits  than 
their  meager  tax  contributions  might  otherwise  justify. /16 
These  transfers  are  the  inevitable  result  of  the  facts  that  early 
participants  in  the  social  security  retirement  program  paid 
relatively  low  taxes  over  relatively  short  coverage  periods,  yet 
they  received  relatively  generous  benefits  over  a  relatively  long 
benefit  period. /17     Similarly,  subsequent  retirees,  including 
all  of  the  current  elderly,  also  have  benefitted  from  low  tax 
rates  and  frequent  increases  in  benefit  levels. 

2 .  The  Social  Security  Retirement  Program  Favors 
Elderly  Retirees  Over  Elderly  Workers 

Monthly  social  security  retirement  benefits  are  paid  as  a 
matter  of  right  to  any  covered  individual  who  retires  at  age  62 


X*     42  U.S.C.   §  403(f)  (3)  . 

15  Id.    §  403(f) (5)  . 

16  B.   Bosworth,  Tax  Incentives  and  Economic  Growth  159 
(1984).     See  also  M.  Boskin,  Too  Many  Promises:     The  Uncertain 
Future  of  Social  Security  83-86   (1986);  Kotlikoff,  Reforming 
Social  Security  for  the  Young:     A  Framework  for  Consensus,  in 
Controlling  the  Cost  of  Social  Security  83   (C.  Campbell  ed . 
1984);  Myers  &  Schobel,  A  Money's  Worth  Analysis  of  Social 
Security  Retirement  Benefits,   35  Transactions   (Society  of 
Actuaries)   533  (1984). 

17  In  that  regard,   from  1937-1949,   the  employee  and 
employer  social  security  tax  rate  was  just  1%  of  the  first  $3, 
of  wages.     See,  e.g. ,  Green  Book,  supra  note  1,  at  71,  108. 
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or  older.     If  such  individual  continues  to  work,  however,  the 
individual's  social  security  retirement  benefits  may  be  reduced 
by  operation  of  the  social  security  retirement  earnings  test. 
Moreover,  an  individual  who  continues  to  work  must  continue  to 
pay  social  security  taxes  and  income  taxes  on  those  subsequent 
earnings.     Furthermore,   the  individual  may  also  have  to  pay 
income  tax  on  a  portion  of  the  individual's  social  security 
retirement  benefits.     Together,   the  social  security  retirement 
earnings  test  and  these  tax  provisions  can  combine  to  subject  the 
beneficiary  to  astronomically  high  marginal  tax  rates  on  earned 
income. /18     Such  high  marginal  tax  rates  can  discourage  work 
by  skilled  elderly  individuals  at  a  time  when  the  United  States 
desperately  needs  such  skilled  individuals  in  the  work 
force. /19     All  in  all,   it  is  clear  that  the  marginal  tax  rates 
faced  by  elderly  workers  are  higher  than  those  faced  by  elderly 
retirees  or  the  nonelderly. 

Concerns  about  the  extraordinarily  high  marginal  tax  rates 
faced  by  elderly  workers  resulting  from  the  combination  of  income 
taxes,  social  security  taxes,  and  the  social  security  retirement 
earnings  test  have  led  to  a  number  of  specific  proposals  for 
reform.     Several  alternative  proposals  repeatedly  arise  in 
discussions  of  this  problem:     1)   relaxing  or  repealing  the  social 
security  retirement  earnings  test;   2)   immediately  raising  the 
delayed  retirement  credit  to  an  actuarially  fair  8%  level;  3) 
modifying  the  income  taxation  of  social  security  retirement 
benefits;  and  4)  adopting  some  kind  of  alternative  maximum 
federal  tax  rate  for  social  security  beneficiaries. 


See  generally  M.  Colberg,  The  Social  Security  Retirement 
Test:     Right  or  Wrong?   (American  Enterprise  Institute  1978);  M. 
Levy,  The  Tax  Treatment  of  Social  Security:     Should  the  Exclusion 
Be  Eliminated?   (1980);  President's  Commission  on  Pension  Policy, 
Working  Papers:     Employment  of  Older  Workers  Disincentives  and 
Incentives  (1981);  J.  Goodman  &  A.  Meigs   (National  Center  for 
Policy  Analysis),  The  Elderly:     People  the  Supply-side  Revolution 
Forgot   (1989);  A.  Gustman  &  T.   Steinmeier,  Changing  the  Social 
Security  Rules  for  Workers  Over  65:     Proposed  Policies  and  Their 
Effects   (Nat'l  Bureau  of  Economic  Research,   Inc.,  Working  Paper 
No.   3087,   1989);  G.  Sueyoshi ,   Social  Security  and  the 
Determinants  of  Full  and  Partial  Retirement:     A  Competing  Risks 
Analysis   (Nat'l  Bureau  of  Economic  Research,   Inc.,  Working  Paper 
No.   3113,   1989);  Esposito,  Mallan  &  Podoff,  Distribution  of 
Increased  Benefits  Under  Alternative  Earnings  Tests,   43(9)  Soc. 
Security  Bull.   3   (1980);   Fields  &  Mitchell,   The  Effects  of  Social 
Security  Reforms  on  Retirement  Ages  and  Retirement  Incomes,   25  J. 
Pub.  Econ.   143   (1985);  Gist  &  Mulvey,  Marginal  Tax  Rates  and 
Older  Workers,   49  Tax  Notes  679   (1990);   lams,  Jobs  of  Persons 
Working  After  Receiving  Retired-Worker  Benefits,   50(11)  Soc. 
Security  Bull.   4   (1987);   Leonesio,   The  Effects  of  the  Social 
Security  Earnings  Test  on  the  Labor-Market  Activity  of  Older 
Americans:     A  Review  of  the  Evidence,   53(5)   Soc.   Security  Bull.  2 
(1990);  Lingg,  Beneficiaries  Affected  by  the  Annual  Earnings  Test 
in  1980,   47(11)  Soc.   Security  Bull.   16   (1984);  Lingg, 
Beneficiaries  Affected  by  the  Annual  Earnings  Test   in  1982,  49(5) 
Soc.   Security  Bull.   25   (1986);  Lingg,  Beneficiaries  Affected  by 
the  Annual  Earnings  Test  in  1978,   46(4)  Soc.   Security  Bull.  23 
(1983);  Lingg,  Beneficiaries  Affected  by  the  Annual  Earnings  Test 
in  1977,   43(12)  Soc.   Security  Bull.   3   (1980);  Myers,  Income 
Taxation  of  Social  Security  Benefits,   23  Tax  Notes  875  (1984); 
Oestreich,  Toole  &  Galbraith,  Restoring  the  Incentive  for  the 
Elderly  to  Work,   49  Tax  Notes  469   (1990);  Packard,  The  Earnings 
Test  and  the  Short-run  Work  Response  to  Its  Elimination,  53(9) 
Soc.   Security  Bull.   2;   Review  and  Outlook:     Freedom  to  Work,  Wall 
Street  Journal,   Sept.   14,   1989,  at  A18,   col.  1. 

19 

For  a  good  summary  of  the  disincentive  effects,  see 
Hurd,  Research  on  the  Elderly:  Economic  Status,  Retirement, 
Consumption  and  Saving,   28  J.   Econ.   Literature  565  (1990). 
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Many  analysts  have  expressed  particular  concern  about  the 
social  security  retirement  earnings  test./20     After  all,  the 
earnings  test  reduces  benefits  paid  to  retired  workers;  whereas, 
annuity  payments  are  not  ordinarily  decreased  on  account  of 
earnings  after  the  annuity  starting  date./21 

Estimates  of  the  current  impact  of  the  social  security 
retirement  earnings  test  vary.     According  to  one  estimate,  some 

I.  4  million  people  lose  some  or  all  of  their  benefits  as  a  result 
of  the  social  security  retirement  earnings  test./22  According 

to  another  estimate,  as  many  as  1  million  working  recipients  now 
lose  some  benefits  because  of  the  test,  and  another  100,000 
between  ages  65  and  70  do  not  apply  for  any  social  security 
benefits  because  they  choose  to  continue  working  f ull-t ime . /2 3 

Research  also  shows  that  in  1986,  more  than  8  million  people 
age  65  to  69  received  or  were  eligible  to  receive  social  security 
retirement  benefits. /24     Almost  one-fifth  of  this  group  — 
nearly  1.6  million  people  had  some  earnings  in  1986,   but  only 
600,000  of  them  had  their  benefits  directly  reduced  because  of 
the  social  security  retirement  earnings  test.     Thus,  only  7.5%  of 
persons  age  65  to  69  who  were  eligible  for  benefits  were  directly 
affected  by  the  test.     The  rest  either  did  not  work  or  had 
earnings  below  the  exempt  amount. 

In  recent  years,  Congress  has  frequently  considered 
legislation  to  relax  the  social  security  retirement  earnings 
test.     For  example,  current  H.R.   2838,  The  "Social  Security  Trust 
Fund  Integrity  and  Benefits  Improvement  Act  of  1991"  would  relax 
the  social  security  earnings  test  by  significantly  increasing  the 
earnings  threshold  for  elderly  workers  age  65  through  69  (from 
$9,720  in  1991  to  a  projected  $11,400  in  1992).     Such  legislation 
is  clearly  a  step  in  the  right  direction. 

II.  A  BROADER  THEORETICAL  FRAMEWORK:      TREATING  SOCIAL  SECURITY 
RETIREMENT  BENEFITS  LIKE  ANNUITIES 

As  a  model  for  evaluating  the  social  security  retirement 
program,   this  part  compares  the  program  to  private  annuity 
arrangements.     Ultimately,  this  part  recommends  that  social 
security  retirement  benefits  should  be  treated  like  annuities. 
This  would  mean  1)   taxing  social  security  retirement  benefits 
like  annuities,   2)   repealing  the  social  security  retirement 
earnings  test,  and  3)   immediately  raising  the  delayed  retirement 
credit  to  an  actuarially  fair  8%  rate. 


20 

See  references  cited  in  note  18,  supra . 

2^"     Even  those  employer-provided  pensions  which  withhold 
benefits  until  participants  actually  retire  typically  provide  for 
continuing  accrual  for  the  additional  service  and  for  an 
actuarial  increase  of  all  accrued  benefits  for  the  period  of 
deferral . 

22  Testimony  of  Louis  Enoff,  Deputy  Commissioner  for 
Programs  at  the  Social  Security  Administration,  before  a  hearing 
of  the  House  Ways  and  Means  Subcommittee  on  Social  Security  held 
May  25,   1989,  as  reported  by  Davenport,  Ways  and  Means 
Subcommittee  Reviews  Social  Security  Earnings  Test,   43  Tax  Notes 
1077  (1989). 

23  See  Cunniff  (The  Associated  Press),  U.S.  Elderly 
Penalized  for  Working,  The  Norman  Transcript,   December  8,  1989, 
at  22,  cols.   3,  6. 


Green  Book,  supra  note  1,  at  16-20. 
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A.      BACKGROUND :      INCOME  TAXATION  OF  PRIVATE  ANNUITIES 


In  general,  amounts  received  under  private  annuities  (and 
pensions)  are  taxed  by  excluding  a  fraction  of  each 
payment. /25     The  so-called  "exclusion  ratio"  is  determined  at 
the  annuity  starting  date  by  dividing  the  "investment  in  the 
contract"  by  the  "expected  return  under  the  contract."  The 
investment  in  the  contract  is  the  participant's  cost  basis  in  the 
annuity,   including  any  after-income-tax  contributions  to  the 
annuity.     The  expected  return  under  an  annuity  is  simply  the 
total  amount  expected  to  be  received  under  the  annuity.  This 
method  of  taxation  is  fair  in  that  it  allows  the  annuitant  to 
recover  the  annuitant's  own  contributions  tax  free.     One  simple 
approach  allows  certain  annuitants  to  recover  the  investment  in 
the  contract  in  level  amounts  over  a  period  roughly  equal  to  the 
annuitant's  life  expectancy . /26    Notably,  when  an  employee's 
annuity  consists  only  of  employer  contributions  that  have  been 
excluded  from  the  employee's  gross  income,  the  employee's 
investment  in  the  contract  is  zero,/27  and  every  dollar  of 
annuity  benefit  is  included  in  gross  income,  when  received. /28 

B.      TAX  SOCIAL  SECURITY  RETIREMENT  BENEFITS  LIKE  ANNUITIES 


Social  security  benefits  are  not  currently  taxed  under  a 
strict  annuity  approach.     Instead,  social  security  retirement 
benefits  are  taxed  much  more  generously:     no  more  than  half  of  an 
individual's  social  security  retirement  benefits  are  subject  to 
income  taxation,  and  only  if  the  taxpayer's  income  exceeds 
thresholds  of  $25,000  for  single  individual's  or  $32,000  for 
married  couples. /29     Logically,   it  would  make  better  sense  if 
the  income  taxation  of  social  security  benefits  more  closely 
followed  the  income  tax  treatment  of  annuities . /30 

Theoretically,   in  order  to  tax  social  security  retirement 
benefits  like  annuities,   it  would  be  necessary  to  determine  the 
social  security  retirement  program  equivalent  to  each  worker's 


I.R.C.   §§  72,   402(a)(1);   see  also  U.S.    Internal  Revenue 
Serv.,   Pub.   No.   575,   Pension  and  Annuity  Income  (Including 
Simplified  General  Rule)  (1990). 


26 
27 
28 
29 


Cf.   Notice  88-118,    1988-2  C.B.  450. 
I.R.C.    §§  72(c)(1),  (f). 
Id.   §  72(a)  . 


Id .   §  86.     This  approach  is  actually  much  more  generous 
than  annuity  taxation,  as  most  program  participants  receive 
social  security  retirement  benefits  which  are  vastly  in  excess  of 
the  social  security  taxes  that  they  have  paid.     See  supra  notes 
16  and  17  and  accompanying  text;  U.S.  Congressional  Budget 
Office,  Reducing  the  Deficit;     Spending  and  Revenue  Options:  A 
Report  to  the  Senate  and  House  Committees  on  the  Budget  —  Part 
II,  at  390-93   (1990)    [hereinafter  Reducing  the  Deficit]. 

See  generally  Reducing  the  Deficit,   supra  note  29;  J. 
Gist,  The  Taxation  of  Social  Security  Benefits  (Am.  Ass ' n  of 
Retired  Persons  Pub.  Pol ' y  Inst.  Paper  No.   S906,   1989);  Brown,  A 
Comparison  of  Four  Models  of  Taxation  in  Their  Treatment  of 
Social  Security  Contributions  and  Benefits,   15  Wm.  Mitchell  L. 
Rev.   991   (1989);   Chernick  &  Reschovsky,  The  Taxation  of  Social 
Security,   38  Nat ' 1  Tax  J,   141   (1985);  Harmelink,  Taxation  of 
Social  Security  Benefits:     Analysis  and  Policy  Recommendations , 
42  Tax  Notes  1363   (1989);  Hoyt,   Income  Taxation  of  Social 
Security  Benefits:     Balancing  Social  Policy  with  Tax  Policy,  54 
UMKC  L.  Rev.   399   (1986);  Newell,  The  Case  for  Taxing  Social 
Security  Benefits,  Taxes  342  (May  1980);  Scott,  A  National 
Retirement  Income  Policy,   44  Tax  Notes  913  (1989). 
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investment   in  the  contract.     At  present,    the  social  security 
retirement  tax  equivalent  to  an  investment  in  the  contract  for  an 
employee  is  the  sum  of  the  employee  portion  of  social  security 
retirement  taxes  paid  by  that  employee. /31     Similarly,  the 
social  security  retirement   tax  equivalent   to  an   investment   in  the 
contract  for  a  self-employed  worker  is  the  sum  of  the 
nondeductible  social  security  retirement  taxes  paid  by  that 
worker. /32     Annuity-like  taxation  of  social  security 
retirement  benefits  could  then  be  achieved  by  allowing  the  worker 
to  recover  the  investment  in  the  contract  so-determined  in  level 
payments  over  the  annuitant's  life  expectancy. 

Alternatively,  annuity-like  taxation  could  be  approximated 
by  modifying  the  current  income  taxation  of  social  security 
benefits  by  1)   eliminating  the  current  $25,000  and  $32,000 
thresholds  and  2)   taxing  a  greater  taxing  a  greater  percentage  of 
social  security  benefits. /33     In  that  regard,   reducing  the 
current  statutory  exclusion  ratio  applicable  to  social  security 
retirement  benefits  from  50%  to  a  15%  exclusion  ratio  —  that  is, 
including  85%  of  social  security  retirement  benefits  in  income  — 
would  make  the  tax  treatment  of  social  security  roughly 
comparable  with  that  afforded  annuities  under  current  law./34 

C.  REPEAL  THE  SOCIAL  SECURITY  RETIREMENT  EARNINGS  TEST  AND 
IMMEDIATELY  RAISE  THE  DELAYED  RETIREMENT  CREDIT  TO  8  PERCENT 

In  keeping  with  the  annuity  analogy,   two  additional  changes 
to  the  social  security  retirement  benefit  structure  should  be 
made./35     First,   the  social  security  retirement  earnings  test 
should  be  repealed.     After  all,  private  annuity  payments  are 
generally  not  reduced  on  account  of  earnings  after  the  annuity 
starting  date.     Second,   the  delayed  retirement  credit  should  be 
immediately  raised  to  an  actuarially  fair  8%  rate.     After  all, 
private  retirement  annuities  generally  continue  to  earn  a  market 
rate  of  return  up  until  the  actual  annuity  starting  date,  even  if 
retirement  is  delayed.     Admittedly,   these  two  changes  would  be 
costly,  but  at  least  some  of  the  cost  would  be  offset  by 
increased  income  and  social  security  retirement  taxes  paid  by 
elderly  workers  who  reenter  or  remain  in  the  workforce. 

CONCLUSION 

The  social  security  retirement  program  imposes  unfair 
burdens  on  many  taxpayers.     In  particular,   the  social  security 
retirement  program  favors  early  generations  of  retirees  over 
later  generations  of  retirees.     Also,  within  any  given 
generation,   the  social  security  retirement  program  favors  elderly 
retirees  over  elderly  workers.     Taxing  social  security  benefits 
like  annuities,   repealing  the  retirement  earnings  test,  and 
immediately  increasing  the  delayed  retirement  credit  to  8%  would 
make  the  social  security  retirement  program  significantly  fairer. 


No  investment  in  the  contract  resulted  from  the  matching 
employer  taxes,  as  those  were  not  included  in  the  employee's 
income  when  paid  by  the  employer. 

32 

No  investment  in  the  contract  resulted  from  the  other 
half  of  social  security  retirement  taxes  paid,  as  those  were 
deducted  in  computing  the  self -employer  worker's  income  when 
paid . 

33     See,  e.g.,  Reducing  the  Deficit,  supra  note  29. 
34 

Id .   at  392.     Also,   taxing  a  greater  percentage  of 
benefits  would  help  offset  the  current  bias  in  favor  of  the  early 
generations  of  retirees. 

35     See  generally  references  cited  in  note  18,   supra . 
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NCSSSA 


National  Conference  of 
State  Social  Security  Administrators 


September  12,  1991 


Robert  J.  Leonard 

Chief  Counsel  and  Staff  Director 

Committee  on  Ways  and  Means 

U.   S.  House  of  Representatives 

1102  Longworth  House  Office  Building 

Washington,   D.   C.  20515 

Dear  Mr.  Leonard: 

The  National  Conference  of  State  Social  Security 
Administrators  and  the  House  Ways  and  Means  Committee  have 
enjoyed  a  productive,  professional  relationship  for  many 
years.     The  many  opportunities  to  address  Social  Security 
issues  under  consideration  by  the  committee  have  proved 
beneficial  to  both  the  association  and  the  committee. 

In  the  spirit  of  this  cooperation,   I  am  writing  on 
behalf  of  the  NCSSSA  to  express  the  association's 
whole-hearted  support  for  HB  2838.     A  section  of  the 
proposed  legislation  that  is  of  particular  importance  to  the 
NCSSSA  is  the  increase  of  the  FICA  exemption  for  election 
workers  from  $100  to  $600.     It  has  long  been  the  NCSSSA 
position  that  the  public-spirited  citizens  who  offer  their 
time  for  a  few  days  each  year  should  not  be  penalized  for 
their  patriotism. 

The  vast  majority  of  election  workers  in  this  nation 
are  beyond  age  65  and  are  already  receiving  Social  Security 
benefits.     The  election  workers  earn  no  significant 
additional  coverage  from  Social  Security  withholdings  on  the 
meager  reimbursements  they  receive  for  their  effort. 

The  administration  required  to  support  the  withholding 
system  for  these  occasional  workers  places  a  severe  demand 
for  the  already  under-staffed  local  governments  of  our 
nation.     In  addition,   the  increase  in  the  Social  Security 
exemption  for  election  workers  will  benefit  many  local 
governments  by  reducing  the  number  of  W-2  Forms  that  must  be 
filed,  thus  allowing  them  to  forego  expensive 
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computer-generated  filing  required  when  there  are  more  than 
250  W-2  Forms. 

Again,  the  NCSSSA  offers  its  unequivocal  support  for  HB 
2838.     The  NCSSSA  appreciates  this  opportunity  to  present 
its  views  to  the  committee  and  will  be  glad  to  assist  the 
House  Committee  on  Ways  and  Means  in  its  discussion  of  this 
legislation. 


Sincerely, 


Patrick  L.  Doyle 
Legislative  Co-Chairman 


NCSSSA 


174 

THE  NATIONAL  GRANGE 


ROBER 
MAST 
MATIO 


RROW 


iNGE 


iEF 


WAYS  AND  MEANS 
OCIAL  SECURITY 


esentat iv 


Robert  E.   Barrow,  Master 
National  Grange 
1616   "H"  St. ,  N.W. 
Washington,   D.C.  20006 
202/628-3507 
September  11,  1991 


A  prepared  statement  written  tc 
be  included  in  the  official 
record  of  the  September  17, 
1991  hearing  of  the  House  Ways 
and  Means  Subcommittee  on 
Social  Security  regarding  H.R. 
2838,   "The  Social  Security 
Trust  Fund  Integrity  and 
Benefits  Improvement  Act  of 
1991", 
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My  name  is  Robert  E.   Barrow.   I  am  the  duly-elected  Master  of 
the  National  Grange,  whose  headquarters  is  located  at  1616  "H " 
St.,   N.W.    in  Washington,   D.C.   The  National  Grange  represents 
approximately  325,000  farmers  and  other  residents  of  rural 
America  in  over  4,000  local  Grange  chapters  across  the  United 
States.   I  am  addressing  you  today  to  inform  you  of  the  National 
Grange's  policy  regarding  some  of  the  issues  spoken  to  by  H.R. 
2838,   the  "Social  Security  Trust  Fund  Integrity  and  Benefits 
Improvement  Act  of  1991."  I  would  appreciate  this  statement  being 
included  in  the  September  17,    1991  hearing  record. 

The  Grange,  which  was  founded  in  1867,   is  this  nation's 
oldest  general  farm  and  rural  community  organization.   But  the 
Grange  is  more  than  a  farm  organization.   Its  purpose  is  to  serve 
the  total  interests  of  rural  communities  and  the  nation.  Thus, 
the  National  Grange's  policies  and  programs  relate  to  a  bread 
array  of  circumstances  that  affect  the  lives  of  rural  Americans. 
These  policies  are  generated  from  community  and  national  issues 
and  are  developed  at  the  local  level,     approved  at  the  State 
level,   and  addressed  each  year  at  the  National  Grange's  annual 
convention.   The  Grange's  policies  reflect  a  national  commitment 
to  share  local  community  concerns.   At  its  124th  Annual 
Convention,   held  in  Wichita,   KS  last  November,   the  National 
Grange's  delegate  body  adopted  several  resolutions  regarding  the 
Social  Security  Trust  Fund  and  the  Social  Security  Administration 
( SSA;    and  its  programs.   Those  that  are  relevant  to  H.R.   2833  are: 


"The  National  Grange  encourages  Congress  to  take 
positive,   conscientious  action  to  reform  and  insure  the 
future  solvency  of  the  Social  Security  System.  However, 
we  ask  Congress  to  proceed  with  caution  when  proposing 
changes  that  drastically  affect  the  public. 

"The  National  Grange  urges  the  continuing 
investigation  of  all  Social  Security  programs  to  insure 
that  only  those  who  are  eligible  are  receiving  benefits. 

"The  National  Grange  asks  that  any  change  in  the 
retirement  age  be  phased  in  so  those  individuals  who 
are  nearing  retirement  will  be  able  to  make  sound 
retirement  plans. 

"The  National  Grange  supports  using  Social 
Security  funds  for  Social  Security  programs  only. 

"The  National  Grange  supporcs  the  removal  of  the 
Social  Security  Fund  from  the  Unified  Federal  Budget. 

"The  National  Grange  supports  increasing  the 
amount  that  a  Social  Security  recipient  can  earn 
without  losing  his/her  benefits.   Such  increase  suouid 
be  graduated  between  the  ages  of  6  2  to  7  0  with  no  limit 
being  placed  on  earnings  after  a  recipient  reaches  the 
age  of  7  0 . " 


The  Grange  is  particularly  concerned  with  the  provisions  of 
the  bill  that  call  for;   1)   an  improvement  in  the  Social  Security 
benefits  for  working  senior  citizens  through  a  phased-in  increase 
in  the  retirement  test  for  persons  age  65  to  69   (from  a  projected 
$10,200  in  1992  to  a  projected  $13,680  by  1993);  and  2)  removal 
of  the  Social  Security  Administration's  administrative  costs  from 
the  cap  on  domestic  discretionary  spending. 

The  National  Grange's  delegate  body  believes  that  working 
Social  Security  recipients  are  due  their  fair  share  in  Social 
Security  payments  for  having  contributed  to  the  Fund  during  their 
working  years.  Just  because  they  are  still  capable  of  making  a 
positive  contribution  to  the  stability  of  the  United  States' 
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economy  through  their  ability  to  work  for  a  competitive  wage  does 
not  mean  that  the  benefits  they  worked  for  in  the  past  should  be 
unreasonably  withheld.   This  is  a  matter  of  equity. 

The  National  Grange  also  believes  that  excluding  the 
administrative  costs  of  the  Social  Security  Administration  from 
the  budget  cap  placed  on  discretionary  domestic  spending  is 
consistent  with  the  original  intent  of  Congress  in  removing  the 
Social  Security  Trust  Fund  from  the  Unified  Federal  Budget.  It 
was  removed  from  the  budget  in  order  to  maintain  the  integrity  of 
the  SSA's  programs  in  both  the  short-  and  the  long-term.  By 
keeping  the  administrative  costs  of  these  programs  on  budget,  in 
direct  competition  with  the  Unified  Federal  Budget-funded, 
discretionary  domestic  programs,   both  the  short-  and  long-term 
integrity  of  the  SSA's  programs  are  effectively  placed  in 
jeopardy.  This  measure  mitigates  that  potentiality. 

On  behalf  of  the  National  Grange  and  myself,   I  thank  you  for 
giving  us  this  opportunity  to  express  our  views  on  this 
legislation.  The  National  Grange  would  also  appreciate  hearing 
the  views  of  the  members  of  the  Subcommittee  on  these  issues. 
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